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DISCLAIMER 

At  a  regularly  appointed  meeting  of  the  Executive  Coimcil  of  the 
Association,  held  at  the  Windsor  Hotel,  Saratoga  Springs,  on  Septem- 
ber 2,  1890,  the  following  resolution  was  adopted: 

"Resolved,  That  the  General  Secretary  he  directed  to  insert  this  reso- 
lution as  a  preface  in  the  annual  printed  proceedings,  disclaiming  the 
responsibility  of  the  Association  for  the  opinions  expressed  in  any  of 
the  addresses  or  papers  printed,  unless  such  opinions  have  been  m- 
dorsed  by  special  action  of  the  Council  and  Convention" 

EXTRACT  FROM  THE  CONSTITUTION 

RESOLUTIONS 

abticia  vn 

Resolutions  or  subject  matter  to  be  presented  for  the  consideration 
and  action  of  the  general  convention,  other  than  such  as  may  involve 
points  of  order,  or  procedure,  or  privilege,  or  matters  of  oourteQr,  shall 
be  filed  with  the  General  Secretaiy  at  least  fifteen  days  before  the  ses- 
sions of  the  general  convention,  and  shall  be  submitted  by  the  General 
Secretary  to  the  Executive  Council  at  a  meeting  of  the  Council  held 
preceding  such  convention,  for  the  approval  or  disapproval  of  the 
Executive  Council,  and  shall  be  reported  by  the  Executive  Coimcil  to 
the  general  convention  with  such  approvid  or  disapproval  under  the 
appropriate  order  of  business,  for  the  consideration  and  action  of  the 
general  convention,  but  any  delegate  desiring  to  submit  any  such  reso- 
lution or  subject  matter  in  any  session  of  the  general  convention  may 
preBent  such  resolution  or  subject  matter  under  the  appropriate  order, 
and  the  same  shall  be  read  for  the  information  of  the  convention,  where- 
upon the  presiding  officer  shall,  without  debate,  submit  the  following 
question  to  the  convention:  "Shall  the  resolution  (or  the  subject  matter 
proposed,  as  the  case  may  be)  be  considered  by  the  convention?"  If  the 
question  shall  be  determined  affirmatively  by  a  vote  of  a  majority  of 
the  members  present  in  convention  and  voting,  the  resolution  or  subject 
matter  shall  be  in  regular  order  and  shall  be  considered  and  acted  upon 
accordingly.  Provided,  that  this  Section  shall  not  apply  to  any  pro- 
posed amendment  of  the  Constitution,  or  By-Laws. 
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EXECUTIVE  COUNCIL 

MEMBERS  EX^FFICIO 
RicHABD  S.  Hawks,  Vice-President  First  National  Bank  in  St.  Louis, 

St.  Louis,  Mo. 
John  S.  Drum,  President  Savings  Union  Bank  ft  Trust  Co.,  San  Fnor 

Cisco,  Cal. 
Thomas  B.  McAbamb,  Vice-President  Merchants  National  Bank,  Rich* 

mond,  Va. 
PlRiB  W.  GoBBBL^  President  Commercial  National  Bank,  Kansas  City, 

Kan. 
Charlis  a.  Hinsch,  President  Fifth-Third  National  Bank,  Cincinnati, 

Ohio. 
RoBEBT  F.  Maodox,  President  Atlanta  National  Bank,  Atlanta,  Ga. 

MEMBERS  FOR  ONE  YEAR 

J.  M.  HcNDEBSON,  Jb.,  President  Sacramento  Bank,  Sacramento,  Cal. 
C.  J.  Bbll,  President  American  Security  &  Trust  Company,  Washing- 
ton, D.  C. 
John  T.  DraMims,  President  First  National  Bank,  St.  Augustine,  Fla. 
M.  A.  Tratlor,  President  First  Trust  and  Savings  Bank,  Chicago,  111. 
Ammkbw  Rubskl,  Vice-President  Ayers  National  Bank,  Jacksonville,  111. 
Root.  A.  Morris,  Vice-President  Fkdrmoimt  State  Bank,  Fairmoimt,  Ind. 
Hoias  A.  Mnxn,  President  Iowa  National  Bank,  Des  Moines,  la. 
A.  C.  Smith,  President  City  National  Bank,  Clinton,  Iowa. 
H.  C.  ScHtn/rs,  Cashier  Commercial  National  Bank,  Waterloo,  Iowa. 
Gbobgb  a.  Guild,  Cashier  Central  National  Bank,  Topeka,  Kan. 
J.  K.  Waller,  President  Peoples  Bank  &  Trust  Co.,  Morganfield,  Ky. 
A.  T.  Kahn,  Vice-President  Commercial  National  Bank,  Shreveport  La. 
Gio.  A.  MacDonald,  President  Chicopee  National  Bank,  Springfield, 

Mass. 
A.  G.  Bishop,  President  Genesee  Coimty  Savings  Bank,  Flint,  Mich. 
Kblsst  S.  Chase,  President  Peoples  Bank  of  St.  Paul,  Minn. 
T.  W.  Yates,  Vice-President  Commercial  Bank  &  Trust  Co.,  Laiurel, 

Miss. 
W.C.  Gordon,  Vice-President  Farmers  Savings  Bank,  Marshall,  Mo. 
Ralph  0.  Kaufman,  Vice-President  and  Cashier  Union  Bank  &  Trust 

Co.  of  Montana,  Helena,  Mont. 
IEd.  F.  Gallagher,  President  First  National  Bank,  O'Neill,  Nebr. 
Benjamin  E.  Smtthe,  Vice-President  Liberty  National  Bank,  New 

York,  N.  Y. 
Jacob  H.  Hbrsog,  Vice-President  National  Commercial  Bank,  Albany, 

N.  Y. 
GiOBGE  A.  HoLDERNBBS,  President  Farmers  Banking  A  Trust  Co.,  Tar- 

boro,  N.  C. 
F.  A.  Irish,  Vice-President  First  National  Bank,  Fargo,  N.  D. 
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EXECUTIVE  COXTNCrL— CoNmnjia) 
MEMBERS  FOR  ONE  YEAR— -Continued 

I.  M.  Taggast,  President  Merchants  National  Bank,  Maasillon,  Ohio. 
T.  H.  DwTB,  President  Chiokasha  National  Bank,  Chickasha,  Okla. 
W.  L.  Thompson,  President   American  National   Bank,  Pendleton, 

Oregon. 
J.  W.  B.  Bausman,  President  Farmers  Trust  Co.,  Lancaster,  Pa. 
John  W.  Wadden,  President  Sioux  Falls  National  Bank,  Sioux  Falls, 

8.  D. 
H.  L.  Hopkins,  President  Security  Bank,  Clark,  S.  D. 
A.  M.  Qbavbb,  Cashier  Red  River  National  Bank,  Qarksville,  Texas. 
W.  S.  McCoBNicx,  President  MoComick  &  Co.,  Salt  Lake  City,  Utah. 
F.  H.  Fabbinoton,  Brandon,  Vt.,  Vice-President  Rutland  Savings  Bank, 

Rutland,  Vt. 
JuuBN  H.  Hill,  First  Vice-President  National  State  &  City  Bank, 

Richmond,  Va. 

E.  W.  PuBDT,  President  First  National  Bank,  Bellingham,  Wash. 

H.  W.  Chadduck,  Vice-President  National  Bank  of  Fairmount,  Fair- 
mount,  W.  Va. 

Wai/tbb  Kastbn,  Vice-President  Wisconsin  National  Bank,  Milwaukee, 
Wis. 
Membership  One-Year  Class,  96. 

MEMBERS  FOR  TWO  YEARS 

RoBBT  Nbiix,  Cashier  Aikansas  National  Bank,  Hot  Springs,  Ark. 

F.  J.  Bblchir,  Jh.,  Vice-President  First  National  Bank,  San  Diego,  Cal. 
J.  M.  B.  PmuKiN,  President  First  National  Bank,  Greeley,  Colo. 
Chas.  B.  Lbwis,  President  Fourth  National  Bank,  Macon,  Ga. 
Wai/tbb  E.  Milucb,  President  First  National  Bank,  Nampa,  Idaho. 
John  F.  Hacst,  Vice-President  First  National  Bank,  Chicago,  111. 
John  D.  Phillipb,  Vice-President  Green  Valley  Bank,  Green  Valley, 

HI. 
RoMi  C.  Suphxnson,  President  St.  Joseph  Loan  A  Trust  Co.,  South 

Bend,  Ind. 
Gbo.  S.  Pabkbb,  President  Live  Stock  National  Bank,  Sioux  City,  Iowa. 
M.  H.  Malott,  President  Citizens  Bank  of  Abilene,  Abilene,  Kan. 
C.  E.  Woods,  Cashier  First  National  Bank,  Liberal,  Kan. 
Edwabd  S.  Kbnnard,  Cashier  Rumford  National  Bank,  Rumford,  Maine. 
Gbobgb  E.  Bbock,  President  Home  Savings  Bank,  Boston,  Mass. 
Dxtdlbt  E.  Waters,  President   Grand   Rapids   National   City   Bank, 

Grand  Rapids,  Mich. 
Cuff  W.  Gbibb,  Vice-President  Citizens  State  Bank,  Cannon  F^ls, 

Minn. 
J.  R.  DoMiNicK,  President  Traders  National  Bank,  Kansas  City,  Mo. 
J.  B.  Jbnninqb,  Vice-President  Mechanics  Savings  Bank,  Moberly,  Mo. 
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EXECUTIVE  COUtNCIL— Continued 
MEMBERS  FOR  TWO  YEARS— Cohtinxjid       -         ^> 

H.  E.  SzDLBB^  Preddent  Continental  State  Bank,  Linooln,  Nebr. 
GiQBOB  WisarasLD,  President  Reno  National  Bank,  Reno,  Nev. 
John  B.  Cusmwst,  Second  Vioe-President   Central   Trust   Company, 

Camden,  N.  J. 
H.  B.  JoNK,  President  First  National  Bank,  Tucumcari,  N.  M. 
John  H.  Gbbgobt,  President  Central  Bank,  Rochester,  N.  Y. 
D.  E.  McKiNBTBT,  President  Highland  National  Bank,  Newbur^,  N.  Y. 
Lbaxb  S.  Covinoton,  Cashier  Farmers  Bank,  Rockingham,  N.  C. 
Tom  Habtman,  Vice-President  Producers  State  Bank,  Tulsa,  Okla. 
Lawbmscb  £.  Sands,  President  First  National  Bank,  Pittsburgh,  Pa* 
EftANcm  DouoLAB,  Cashier  First  National  Bank,  Wilkee-Barre,  Pa. 
Fbmd  Collinb,  Vice-President  Bank  of  Commerce  A  Trust  Co.,  Memjdus, 

Tom. 
P.  D.  Houston,  President  American  National  Bank,  Nashville,  Tenn. 
AiBBT  W.  WiLXBsoN,  President  Citasens  Bank  &  Trust  Co.,  Austin, 

Texas. 
P.  B.  DoTT,  Active  Vice-President   Gulf   National   Bank,   Beaumont, 

Texas. 

C.  £.  TiFTANT,  President  Fauquier  National  Bank,  Warrenton,  Va. 

D.  W.  TwoHY,  President  Old  National  Bank,  Spdcane,  Wash. 
L.  A.  Bajor,  Cashier  Manufacturers  Bank,  New  Richmond,  Wis. 
doBGB  W.  Pbbt,  Vice-President  £Bieridan  National  Bank,  fiieridan, 

Wyo. 

Membership  Two-Year  Class,  36.   Vacancy  in  Ohio. 

MEMBERS  FOR  THREE  YEARS 

E.  C.  Mblvin,  President  Selma  National  Bank,  Selma,  Ala. 
R.  N.  Freimbbicks,  President  Prescott  State  Bank,  Prescott,  Aris. 
Chas.  S.  McCain,  Vice-President  Bankers  Trust  Co.,  Little  Rock,  Ark. 
Wnjjs  D.  LoNGTTEAB,  Vice-Prcsident  Security  Trust  &  Savings  Bank, 

Los  Angeles,  Cal. 

Chables  K.  McIntobh,  Vice-President  Bank  of  California,  N.  A.,  San 
Francisco,  Cal. 

Thbo.  G.  Smith,  President  Litemational  Trust  Co.,  Denver,  Colo. 

R.  LaMottb  Rubbell,  President  Manchester  Trust  Co.,  South  Man- 
chester, Conn. 

Chabub  R.  Millcb,  President  Farmers  Bank,  Wilmington,  Del. 

E.  C.  Smith,  Vice-President  Griffin  Banking  Co.,  Griffin,  Ga. 

W.  S.  Rbarick,  President  Bank  of  Skiles  Rearick  A  Co.,  Ashland,  HI. 

John  R.  WABHBxntN,  Vice-President  Continental  &  Commercial  Na- 
tional Bank,  Chicago,  HI. 

Chab.  W.  Camp,  President  Garrett  State  Bank,  Garrett,  Ind.  (P.  O. 
Address  Room  38,  State  House,  L:idianapolis,  IndJ) 
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EXECXJTIVE  COimCII^CoNTiNUKD 
MEMBERS  FOR  THREE  YEARS-^CoNnNUKD 

C.  H.  MoNiDDt,  President  First  National  Bank,  Mason  City,  Iowa. 
E.  B.  Wilson,  Vice-President  First  Trust  ft  Savings  Bank,  Des  Moines, 

Iowa. 
£.  £.  MuLLANiT,  President  Farmers  ft  Merchants  Bank,  Hill  City, 

Kan. 
Q.  W.  Cabvt,  President  National  Bank  of  Commerce,  Widdta,  Kan. 
John  W.  Ennis,  Cashier  Pocomoke  City  National  Bank,  Pocomoke 

City,  Md. 
I^iANK  W.  Blaib,  President  Union  Trust  Company,  Detroit,  Mich. 
C.  L.  Hansbn,  Vice-President  First  National  Bank,  Thief  River  Falls, 

Minn. 
A.  A.  Bbnnktt,  cashier  First  National  Bank,  Renville,  Minn. 
Edwabo  Budbb,  Vice-President  ft  Treasurer  Mercantile  Trust  Co.,  St. 

Louis,  Mo. 
Rot  J.  CofBT,  President  Merchants  National  Bank,  Billings,  Mo. 
J.  F.  CoAD,  Jb.,  President  Packers  National  Bank,  Omaha,  Ndinr. 
Elwood  S.  Babtlbtt,  Cashier  Atlantic  City  National  Bajik,  Atlantic 

City,  N.  J. 
Dblmbb  Runklb,  President  Peoples  National  Bank,  Hoosick  Falls, 

N.  Y. 
W.  E.  PuBDT,  Assistant  Cashier  Chase  National  Bank,  New  York,  N.  Y. 
E.  BmssBABTH,  President  First  National  Bank,  Brinsmade,  N.  D. 
E.  L.  CoBN,  Vice-President  Erie  Coimty  Banking  Co.,  Vermillion,  Ohio. 
O.  N.  Sams,  President  Merchants  National  Bank,  Hillsboro,  Ohio. 
Gut  C.  Robbbtson,  Cashier  First  National  Bank,  Lawton,  Okla. 
JoBBPH  Watnb,  Jb.,  President  Girard  National  Bank,  Philadelphia,  Pa. 
David  Babbt,  Cashier  First  National  Bank,  Johnstown,  Pa. 
H.  J.  Haas,  Vice-President  First  National  Bank,  Philadelphia,  Pa. 
J.  P.  Matthbws,  President  Palmetto  National  Bank,  Columbia,  S.  C. 
W.  P.  Andbbws,  Cashier  First  National  Bank,  Fort  Worth,  Tex. 
Ebnbbt  J.  Pbbbt,  President  First  Fond-du-Lac  National  Bank,  Fond- 

du-Lac,  Wis. 

Membership  Three-Year  Class,   39.    Vacancy  in  Nebraska,  Okla- 
homa and  Rhode  Island. 

REPRESENTING  TRUST  COMPANY  SECTION 
Ltnn  H.  Dinkins,  President  Interstate  Trust  ft  Banking  Co.,  New 

Orleans,  La. 
E.  D.  HuLBEBT,  President  Merchants  Loan  ft  TVust  Company,  Chicago, 
lU. 

REPRESENTING  SAVINGS  BANK  SECTION 
S.  F^tBD  SiBONG,  Treasurer  Connecticut  Savings   Bank,   New   Haven, 

Conn. 
W.  A.  Sadd,  President  Chattanooga  Savings  Bank,  Chattanooga,  Tenn. 
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EXECUTIVE  COUNCIL— Continued 

REPRESENTING  CLEARING  HOUSE  SECTION 
Raymond  F.  McNallt,  Vioe-President  National  Bank,  of  Commeroe, 

St.  Louis,  Mo. 
A.  A.  CsANB,  Vice-President  First  A  Security  National  Bank,  Biinne- 
apolis,  Minn. 

REPRESENTING  AMERICAN  INSTITUTE  OF  BANKING 

SECTION 

Gabdnsr  B.  Perrt,  Vice-President  National  Commercial  Bank,  Albany, 

N.  Y. 
SnwAST  D.  Bbcxut,  Assistant  Cashier  City  National  Bank,  Dallas, 
Tex. 

REPRESENTING  STATE  SECRETARIES  SECTION 
RoBT.  E.  Wait,  Secretary  Arkansas  Bankers  Association,  Little  Rock, 

Ark. 
D.  8.  Elobs,  Secretary  Pennsylvania  Bankers  Association,  Tyrone,  Pa. 

REPRESENTING  NATIONAL  BANK  SECTION 
Wauieb  W.  Hbad,  Vice-President  Omaha  National  Bank,  Omaha,  Nebr. 
H.  H.  McKkb,  President  National  Capital  Bank,  Washington,  D.  C. 

REPRESENTING  STATE  BANK  SECTION 
J.  W.  BimJB,  Vice-President  Texas  Bank  &  Trust  Co.,  Galveston,  Tex. 
£.  C.  McDougal,  President  Bank  of  Buffalo,  Buffalo,  N.  Y. 

REPRESENTING  CURRENCY  COMMISSION 
A.  B.  Hefbubn,  Chairman  of  the  Advisory  Board  Chase  National  Bank^ 
New  York,  N.  Y. 

REPRESENTING  AGRICULTURAL  COMMISSION 
JoBiPH  HiBSCH,  President    Corpus    Christi    National    Bank,    Corpus 
Christi,  Tex. 
Total  Membership  of  Council,  133. 
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VICE-PRESIDENTS  FOR  THE  DIFFERENT  STATES  AND 
TERRITORIES 

Alabama:  Val  Tatlob,  Preddent  Canebrake  Loan  A  Trust  Co^  Union- 
town. 

Abuona*:    p.  p.  Gbbeb,  President  First  National  Bank,  Globe. 

Arkansas:  Gus  Stbauss,  President  Citisens  National  Bank,  Hot 
Springs. 

Caufobnu:  W.  B.  Clanct,  President  Citisens  National  Bank,  River- 
side. 

CoLOBADo:  J.  M.  Whitmobb,  Assistant  Cashier  Colorado  National 
Bank,  Denver. 

CoNNBcncur:  Wic.  B.  Bassrt,  Vice-President  Phoenix  National  Bank, 
Hartford. 

Dblawabb:  Curtis  E.  Davis,  Vice-President  Delaware  Trust  Co., 
Laurel. 

District  op  Colxtmbia:  M.  D.  RoBiNBBRa,  President  Bank  of  Com- 
merce and  Savings,  Washington. 

Florida:    Dr.  L.  A.  Bizb,  President  Citisens  Bank  A  Trust  Co.,  Tampa. 

Gborgu:  Jos.  S.  Calhoun,  President  First  National  Bank,  Carters- 
ville. 

Idaho:  Montir  B.  Gwinn,  Director  First  National  Bank  of  Idaho, 
Boise. 

Illin<H8:  Watnb  Humior,  President  La  Salle  National  Bank,  La 
Salle. 

Indiana:  Evans  Wooubn,  President  Fletcher  Savings  A  Trust  Co., 
Indianapolis. 

Iowa:  Kbnt  C.  Foluas,  Cashier  Cedar  Rapids  National  Bank,  Cedar 
Rapids. 

Kansas:  A.  D.  Jbuison,  President  Central  National  Bank,  Junction 
City. 

Kintuckt:  Max  B.  Nahic,  Vice-President  Citisens  National  Bank, 
Bowling  Green. 

Louisiana:  Job  Goitubb,  President  Union  Bank  A  Trust  Co.,  Baton 
Rouge. 

Mainb:    H.  M.  Lawton,  cadiier  NatioAal  Bank  of  Gardiner,  Gardiner. 

Martland:    Gio.  R.  Gbhr,  Cashier  First  National  Bank,  Westminster. 

Mabsachusbitb:  Charlb  G.  Bangrott,  President  International  Trust 
Co.,  Boston. 

Michigan:  Gus  Hnx,  President  First  National  Exchange  Bank,  Port 
Huron. 

Minnbsota:  A.  H.  TuRBirnx,  President  Lincoln  National  Bank, 
Bifinneapolis. 

Mississnn:    I.  L.  Gaston,  Cashier  First  State  Bank,  Columbus. 

Missouri:    J.  E.  Garm,  Cashier  Joplin  National  Bank,  Joplin. 
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VICE-PBESIDENTS— CoNTunjBD 

Montana:    E.  L.  BEnxL,  Cashier  Belgnde  State  Bank,  Belgnde. 
Nebbaska:    J.  M.  Flannioan,  Cashier  Citizens  Bank,  Stuart. 
Nktada:    FaB>  Geob,  Cashier  Bank  of  Fallon,  Fallon. 
Niw  Hampshibb;    Eoicxtnd  LraruBy  Vice-President  Peoples  National 

Bank,  Laconia. 
Nbw  Mkxioo:     J.  J.  Jaffa,  Vioe-Preddent  Citisens  National  Bank, 

RoswelL 
New  Jebset:    Edwabd  Killt,  Vice-President  Dover  Trust  Company, 

Dover. 
New  York:     IVkank  L.  Bjviov,  Vice-President  Merchants  National 

Bank,  New  Yoric. 
NoBTH  Cabouna:    W.  A.  Blaib,  Vice-President  Peoples  National  Bank, 

Winston-Salem. 
NoBTH  Dakota:    Fbank  R.  Soopt,  Cashier  Merchants  National  Bank, 

FaiKO. 
Ohio:    Chas.  W.  Slagui,  President  Merchants  National  Bank,  Dayton. 
Oklahoma:     Jakx  Easton,  Vice-President  Exchange  National  Bank, 

Tulsa. 
Obegon:    E.  G.  Cbawfobd,  Vice-President  U.  S.  National  Bank,  Port- 
land. 
Pennsylvania:    B.  M.  Mabun,  Treasurer  Union  Banking  A  Trust  Co., 

Du  Bois. 
Rhode  Island:     Michael  F.  Doourr,  President  National  Exchange 

Bank,  Providence. 
South  Cabolina:    E.  H.  Pbinolb,  Jb.,  Vice-President  Bank  of  Charles- 
ton, N.  B.  A.,  Charleston. 
South  Dakota:    M.  Pun  Bebbb,  President  Bank  of  Ipswich,  Ipswich. 
Tennessee:    H.  O.  Fulton,  Cashier  Phoenix  National  Bank,  Columbia. 
Texas:    Howell  E.  Smith,  Cashier  First  National  Bank,  McKinney. 
Utah:    Fbank  B.  Cook,  Vice-President  Columbia  Trust  Co.,  Salt  Lake 

City. 
Vermont:    Vacancy. 
Vibginia:     Gabland  E.  Vauohan,  Vice-President   Peoples  National 

Bank,  Lynchburg. 
Wabhinoton:    H.  L.  Mebbitt,  Cashier  Dexter-Horton  National  Bank, 

Seattle. 
W»T  Vibginia:    L.  N.  Fbanti,  Cashier  American  Bank  A  Trust  Co., 

Huntington. 
Wisconsin:     F.   W.  Humfhbbt,    President    First    National    Bank, 

Shawano. 
WTOMma:    A.  D.  Johnston,  Cashier  First  National  Bank,  Cheyenne. 
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VICE-PBBSIDENTS— Continued 

VICE-PRESIDENTS  FOR  TERRITORIES 

Alaska:    J.  Lindeberq,  President  Miners  &  Merchants  Bank,  Nome. 
Canal  Zone:    George  B.  Carson,  Manager  American  Foreign  Banking 

Corporation,  Cristobal. 
Hawah:    E.  I.  Spaidinq,  President  Bank  of  Honolulu,  Ltd.,  Honolulu. 
Philippinb    Islands:      E.    Sendres,    President    Bank  of    Philippine 

Islands,  Manila. 
PoBTo  Rico:    Wiluaic  Schall,  President  American  Colonial  Bank  of 

Porto  Rico,  San  Juan. 

VICE-PRESIDENTS  FOR  FOREIGN  COUNTRIES 

Bolivia:    H.  S.  Dbnniston,  General  Manager,  Denniston  &  Co.,  La  Pas. 

Canada:    Sir  E.  B.  Osler,  President  Dominion  Bank,  Toronto,  Ont. 

China:  Frank  J.  Raven,  President  American  Oriental  Banking  Corpo- 
ration, Shanghai. 

C06TA  Rica:    G.  V.  Long,  Manager  Royal  Bank  of  Canada,  San  Jose. 

Cuba:    R.  N.  Herman,  Manager  Royal  Bank  of  Canada,  Santiago. 

Isle  or  Pines  :  Robert  Ixwiy  Wall,  President  National  Bank  &  Trust 
Company,  Nueva  Gerona. 

Mexico:  F.  J.  Dunkeruet,  Vice-President  <&  Manager  Mexico  City 
Banking  Company,  S.  A.,  Mexico  City. 

Panama:  Ramon  Arias  Feraud,  President  Banco  Ramon  Arias  Feraud, 
Panama. 

Santo  Domingo:  Francis  T.  Wilson,  Vice-President  Banco  Nacional 
de  Santo  Domingo,  Santo  Domingo. 

Venszttbla:    W.  Burns,  Manager  Royal  Bank  of  Canada,  Caracas. 
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COMMITTEES  OF  THE  ASSOCIATION 

CURRENCY  COMMISSION 

A.  B.  Hepbubn,  Chairman  of  the  Advisoiy  Board,  Chase  National  Bank, 

New  York,  N.  Y.,  Ckaifman, 
Jas.  B.  FoeoAN,  Chairman  of  Board,  First  National  Bank,  Chicago,  Sl^ 

Vice^Jhairman, 
Mtbon  T.  Herbick,  President  Society  for  Savings,  Cleveland,  Ohio. 
FisTXTB  J.  Wadb,  President  Mercantile  Trust  Company,  St.  Louis,  Mo. 
GiOBOB  M.  Retnqu)6,  President  Continental  and  Commercial  National 

Bank,  Chicago,  HI. 
O.  E.  DuNLAP,  President  Citisens  National  Bank,  Wazahachie,  Tex. 
LxTTHBt  Dbakb,  President  Merchants  National  Bank,  Omaha,  Neb. 
Sol.  Wszleb,  J.  S.  j^ache  <&  Company,  New  York,  N.  Y. 
RoBEBT  Wabdbqp,  F^eddent  Peoples  National  Bank,  Pittsbiirgh,  Pa. 
£.  F.  SwiNNBT,  President  First  National  Bank,  Kansas  City,  Mo. 

A.  J.  FkAME,  Chairman  of  Board,  Waukesha  National  Bank,  Waukesha, 

Wis. 
J.  F.  Sartobi,  President  Security  Trust  and  Savings  Bank,  Los  Angeles, 

Cal. 
Lbvi  L.  Rue,  President  Philadelphia  National  Bank,  Philadelphia,  Pa. 
Chas.  a.  Hinsch,  President  Fifth-Third  National  Bank,  Cincinnati, 

Ohio. 

E.  L.  HowB,  Vice-President  Princeton  Bank  and  Trust  Company,  Prince- 

ton, N.  J. 
Fbedebick  E.  Fabnbwobth,  New  York,  Secretary. 

AGRICULTURAL  COMMISSION 

Joseph    EbsscH,   President   Corpus    Christi    National   Bank,   Corpus 

Christi,  Texas,  Chairman, 
J.  R.  Wheeuer,  Vice-President  Farmers  and  Merchants  Union  Bank, 

Columbus,  Wis. 

F.  N.  Shepherd,  Director  Empire  National  Bank,  Lewiston,  Idaho; 

address  for  mail,  Milb  Building,  Washington,  D.  C. 

B.  C.  Powell,  Vice-President  Southern  Trust  Company,  Little  Rock, 

Ark. 
Will  C.  Gobdon,  Vice-President  Farmers  Savings  Bank,  MarshaU,  Mo. 
W.  G.  Edenb,  Assistant  Secretary  Central  Trust  Company  of  Illinois, 

Chicago,  m. 
George  E.  Roberts,  Vice-President  National  City  Bank,  New  York,  N.  Y. 

COMMITTEE  ON  ACCEPTANCES 
Jerome  Thralls,  Secretary  and  Treasurer   Discount   Corporation    of 

New  York,  New  York,  N.  Y.,  Chairman, 
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COMMITTEES  OP  THE  ASSOCIATION— Continued 
COMMITTEE  ON  ACCEPTANCES-Continued 
J.  W.  Stalbt,  President  Peoples  State  Bank,  Detroit,  Mich. 
Edwin  R.  Roonbt,  Vice-President  First  National  Bank,  Boston,  Mass. 

SPECIAL  COMMITTEE  OF  FIVE 
M.  J.  DowuNQ^  President  Olivia  State  Bank,  Olivia,  Minn.,  Chairman, 
Alexandeb  Dunbab,  Vice-President  and  Cashier  Bank  of  Pittsburgh, 

Pittsburgh,  Pa. 
DwiGHT  M.  Armstrong,  Vice-President  Commercial  Trust  and  Savings 

Bank,  Memphis,  Tenn. 
H.  A.  McCaulet,  President  Sapulpa  State  Bank,  Sapulpa,  Okla. 
Jas.  B.  Lambertbon,  Cashier  Security  National  Bank,  Sioux  Falls,  S.  D. 

COMMITTEE  TO  COOPERATE  WITH  U.  S.  SECTION  OF  INTER- 
NATIONAL HIGH  COMMISSION 
A.  Breton,  Vice-President  Guaranty  Trust  Company,  New  York,  N.  Y., 

Chairman. 
Wm.  T.  Kemper,  Chairman  of  Board,  Southwest  National  Bank  of 

Commerce,  Kansas  City,  Mo. 
M.  A.  Abnou),  President  First  National  Bank,  Seattle,  Wash. 
Oscar  WBLii9,  President  First  National  Bank,  Birmingham,  Ala. 
Edmund  D.  Huiaert,  President  Merchants  Loan  and  Trust  Company, 

Chicago,  m. 

COMMITTEE  ON  FEDERAL  RESERVE  MEMBERSHIP 

CAMPAIGN 

J.  H.  Pubucher,  Vice-President  Marshall  <Sc  Ilsley  Bank,  Milwaukee, 

Wis.,  Chairman. 
R.  S.  Hbcht,  President  Hibemia  Bank  <&  Trust  Co.,  New  Orleans,  La. 
A.  C.  Smith,  President  City  National  Bank,  Clinton,  Iowa. 
H.   B.    Wilcox,   Vice-President    Merchant-Mechanics   First    National 

Bank,  Baltimore,  Md. 
Breckinridge  Jones,  President  Mississippi  Valley  Trust  Company,  St. 

Louis,  Mo. 
S.  B.  Montgomery,  President  State  Savings  Loan  <&  Trust  Co.,  Quincy, 

111. 
Phiijp  Stockton,  President  Old  Colony  Trust  Company,  Boston,  Mass. 
J.  H.  Mason,  President  Commercial  Trust  Company,  Philadelphia,  Pa. 
H.  W.  Martin,  Vice-President  Lowry  National  Bank,  Atlanta,  Ga. 
W.  S.  Webb,  Cashier  Missouri    Savings    Association    Bank,    Kansas 

City,  Mo. 
J.  D.  Gillespie,  Cashier  Tenison  National  Bank,  Dallas,  Texas. 
Jess  McNish,  President  American  Bank,  Sidney,  Neb. 
Franob  H.  Sisson,  Vice-President  Guaranty  Trust  Co.,  New  York, 

N.  Y. 
Charles  A.  Hinsch,  President  Fifth-Third  National  Bank,  Cincinnati, 

Ohio. 
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COMMITTEES  OP  THE  ASSOCIATION— Continuisd 

COMMITTEE  TO  COOPERATE  WITH  A  COMMITTEE  OF  THE 

CHAMBER  OF  COMMERCE  OF  THE  UNITED  STATES 

REGARDING  FOREIGN  EXCHANGE. 

John  J.  Axsou),  Bank  of  Italy,  San  Francisco,  Cal.,  Chairman. 
Jameb  D.  Hogb,  Chairman  of  the  Board,  Union  National  Bank»  Seattle, 

Wafih. 
W.  P.  Ebstschmab,  President  Commercial  Savings  Bank,  Greenville, 

Miss. 

NATIONAL  COUNCILLOR  FOR  AND  REPRESENTING  THE 

AMERICAN  BANKERS  ASSOCIATION  ON  THE  CHAM- 

BER  OF  COMMERCE  OF  THE  UNITED  STATES 

RicHABD  S.  Hawk,  Vice-President  First  National  Bank,  St.  Louis,  Mo. 

COMMITTEE  OF  SEVEN 

WnuAM  Gbobgb,  President  Old  Second  National  Bank,  Aurora,  Bl., 

CrUttTtnan, 
M.  A  GRAKmNOBB,  Secretary  Illinois  Bankers  Association,  208  S.  La- 

Salle  Street,  Chicago,  HI. 
W.  F.  Eetbeb,  Secretary  Missouri  Bankers  Association,  Sedalia,  Mo. 
Hatnbb  McFaodbn,  Secretary  Georgia  Bankers  Association,  Candl«r 

Bldg.,  Atlanta,  Georgia. 
P.  W.  GoBBBL,  President  Commercial  National  Bank,  Kansas  City,  Kan. 
John  W.  Stalbt,  President  Peoples  State  Bank,  Detroit,  Mich. 
Gbobob    W.    Htdb,    Secretary    Massachusetts    Bankers    Association, 

c/o  First  National  Bank,  Boston,  Mass. 

COMMITTEE  ON  COMMERCE  AND  MARINE 

John  McHugh,  Vice-President  Mechanics  db  Metals  National  Bank, 

New  York,  N.  Y.,  Ckabrman, 
Lewis  E.  Pisbson,  Chairman  of  Board,  Irving  National  Bank,  New 

YOTk,  N.  Y. 
CHABI28  H  Sabin,  President  Guaranty  Trust  Company,  New  York, 

N.  Y. 
Fbq>  I.  Kbnt,  Vice-President   Bankers   Trust   Company,  New   York, 

N.  Y. 
Danikl  G.  Wiko,  President  First  National  Bank,  Boston,  Mass. 
Abthxtb  Rbtnolds,  Vice-President  Continental  dc  Commercial  National 

Bank,  Chicago,  111. 
William  A.  Law,  President  First  National  Bank,  Philadelphia,  Pa. 
F.  O.  Watts,  President  First  National  Bank,  St.  Louis,  Mo. 
Chablbb  a.  Hinbgh,  President  Fifth-Third  National  Bank,  Cincinnati, 

Ohio. 
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COMMITTEES  OP  THE  ASSOCIATION— CoirrnnjisD 
COMMITTEE  ON  COMMERCE  AND  MAMNE-Continubd 

BoBBBT  F.  Maddox,  President  Atlanta  National  Bank,  Atlanta,  Ga. 
Thos.  B.  MgAdaics,  Vice-President  Merchants  National  Bank,  Rich^ 

mond,  Va. 
Richard  S.  Hawes,  Vice-President  First  National  Bank,  St.  Louis,  Mo. 
Jambs  J.  Faoan,  Vice-President  Crocker  National  Bank,  San  Francisco, 

Cal. 
Waldo  Newoomeb,  President  National  Exchange  Bank,  Baltimore,  Md. 
John  L.  Hamii^x>n,  President  Equitable  Securities  Company,  Columbus, 

Ohio. 
W.  F.  Collins,  Five  Nassau  Street,  New  York,  N.  Y.,  Secretary. 

COMMITTEE  ON  EDUCATION 

R.  O.  Kaufbian,  Vice-President  and  Cashier  Union  Bank  A  Trust  Co. 
of  Montana,  Helena,  Mont.,  Chainnan, 

Gabdneb  B.  Pebbt,  Vice-President  National  Commercial  Bank,  Albany, 
N.  Y. 

William  B.  Huohies,  Secretary  Nebraska  Bankers  Association,  Omaha, 
Neb. 

William  J.  Gbat,  Vice-President  First  and  Old  Detroit  National  Bank, 
Detroit,  Mich. 

P.  D.  Houston,  President  American  National  Bank,  Nashville,  Tenn. 

W.  D.  ViNGBNT,  Vice-President  Old  National  Bank,  Spokane,  Wash- 
ington. 

ViCTOB  A.  Lbbsneb,  Comptroller  Williamsburg  Savings  Bank,  Brooklyn, 
N.Y. 

COMMITTEE  ON  PUBLIC  RELATIONS 

William  P.  Shabeb,  President  First  National  Bank,  Zanesville,  O., 

Chairman. 
Pbbct  H.  Johnston,  Vice-President  Chemical  National  Bank,  New 

York,  N.  Y. 
H.  L.  Rbmmel,  President  Bankers  Trust  Co.,  Little  Rock,  Aric. 
F.  W.  Ellsworth,  Vice-President  Hibemia  Bank  &  Trust  Co.,  New 

Orleans,  La. 
E.  E.  Cbabtbee,  Vice-President  F.  G.  FarroU  <&  Co.,  Jacksonville,  HI. 
Milton  E.  Hoij>bbnbb8,  Vice-President  First  National  Bank,  St.  Louis, 

Mo. 
W.  R.  Mosbhousb,  Assistant  Cashier  Guaranty  Trust  <&  Savings  Bank, 

Los  Angeles,  Cal. 
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PERMANENT  COUNCIL  COMMITTEES 

INSURANCE  COMMITTEE 

Onb-Yiab  Tbm 
Gbobgb  a.  Hqldbbnbss,  President  Farmers  Banking  A  Trust  Co.,  Tar- 
boro,  N.  C,  Chairman. 

Two-YiAB  Tbm 
L.  E.  Sandb,  President  First  National  Bank,  Pittsbiirgh,  Pa. 

THBra-YiAB  Tbic 

John  R.  Wabhbxjbn,  Vice-President  Continental  A  Commercial  Na- 
tional Bank,  Chicago,  HI. 
L.  W.  Gammon,  Five  Nassau  Street,  New  York,  N.  Y.,  Secretary. 

COMMITTEE  ON  STATE  LEGISLATION 

Onb-Ybab  Tbm 
M.  A.  Tratlob,  President  First  Trust  <&  Savin^i  Bank,  Chicago,  Bl., 

Chairman, 
Bbnjamin  E.  Smtthb,  Vice-President  Liberty  National  Bank,  New 

York,  N.  Y. 
F.  n.  Fabbinqton,  Brandon,  Vt.,  Vice-President  Rutland  Savings  Bank; 

Rutland,  Vt. 
John  T.  Dismxtkbs,  President  First  National  Bank,  St.  Augustine,  Fla. 

Two-Ybab  Tbbm 
John  B.  Clbmbnt,  Second  Vice-President  Central  Trust  Co.,  Camden, 

N.J. 
L.  A.  Bakeb,  Cashier  Manufacturers  Bank,  New  Richmond,  Wis. 
Chables  B.  Lewis,  President  Fourth  National  Bank,  Macon,  Ga. 
F.  J.  Belcheb,  Jb.,  Vice-President  First  National  Bank,  San  Diego,  Cal. 

Thbbb-Ybab  Tbbm 
Chablbs  S.  McCain,  Vice-President  Bankers  Trust  Co.,  Little  Rock, 

Ark. 
Edwabd  Budeb,  Vice-President  and  Treasurer  Mercantile  Trust  Co., 

St.  Louis,  Mo. 
J.  PcfPK  Matthews,  President  Palmetto  National  Bank,  Columbia,  S.  C. 
W.  P.  Andbews,  Cashier  First  National  Bank,  Ft.  Worth,  Texas. 

STATE  LEGISLATIVE  COUNCIL 

M.  a.  Tbatlob,  President  First  Trust  <&  Savings  Bank,  Chicago,  Bl., 
Chairman. 
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PERMANENT  COUNCIL  COMMITTEES— Continued 
STATE  LEGISLATIVE  COUNCIL— Continued 

Alabama:    E.  C.  Mblvin,  President  Selma  National  Bank,  Selma. 
Abuona:    R.  E.  Moobb,  Vice-President  Valley  Bank,  Phoenix. 
Arkansas:    Chas.  S.  McCain,  Vice-President  Bankers  Trust  Co.,  Little 

Rock. 
California:    F.  J.  Belcher,  Jr.,  Vice-President  First  National  Bank, 

San  Diego. 
Colorado:    Thbo.  G.  Smith,  President  International  Trust  Co.,  Denver. 
CoNNBcnctTT:    R.  LaMottb  Rtjssbll,  President  Manchester  Trust  Co., 

S.  Manchester. 
Delaware:    Geo.  H.  Hall,  President  Milford  Trust  Co.,  Milford. 
District  of  Columbu:     C.  J.  Bell,  President  American  Security  A 

Trust  Co.,  Washington. 
Florida:     John   T.   Dismukbs,  President   First  National   Bank,  St. 

Augustine. 
Georgia:    Chas.  B.  Lewis,  President  Fourth  National  Bank,  Macon. 
Idaho:    Walter  E.  Miller,  President  First  National  Bank,  Nampa. 
Illinois:     M.  A.  Tratlcr,  President  First  Trust  A  Savings  Bank, 

Chicago. 
Indiana:    Charles  W.  Camp,  Room  38,  State  House,  Indianapolis. 
Iowa:     GsaRGE  S.  Parker,  Ih^dent  Livestock  National  Baxik,  Sioux 

CHy. 
Kansas:     E.  E.  Mxtllanbt,  President  Farmers  &  Merchants  Bank, 

Hill  City. 
Eentugkt:    J.  K.  Waller,  President  Peoples  Bank  &  Trust  Company, 

Morganfield. 
Louisiana:    A.  T.  Kahn,  Vice-President  Commercial  National  Bank, 

Shreveport. 
Maine:    E.  S.  Kennard,  Cashier  Rumford  National  Bank,  Rumford. 
Maryland:    John  W.  Ennib,  Cashier  Pocomoke  City  National  Bank, 

Pocomoke  City. 
Massachusetts  :     Geo.  A.  MacDonald,-  President  Chicopee  National 

Bank,  Springfield. 
Michigan:     A.  G.  Bishop,  President  Genesee  County  Savings  Bank, 

Flint. 
Minnesota:     Cuff  W.  Gress,  Vice-President  Citizens  State  Bank, 

Cannon  Falls. 
Mississippi:    T.  W.  Yates,  Vice-President  Commercial  Bank  A  Trust 

Co.,  Laurel. 
Missouri:     Edward  Buder,  Vice-President  and  Treasurer  Mercantile 

Trust  Co.,  St.  Louis. 
Montana:     Raij>h  O.  Kaufman,  Vice-President  and  Cashier  Union 

Bank  A  Trust  Co.,  Helena. 
Nebraska:    J.  F.  Coad,  Jr.,  President  Packers  National  Bank.  Omaha. 
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PEBMANENT  COUNCIL  COMMITTEES— Continubd 
STATE  LEGISLATIVE  COUNCIL— CoRrnrtUD 

Nb?ada:    Gio.  WiNGfinj),  President  Reno  National  Bank,  Reno. 

New  Haicpshibb:  Ira  F.  Habsib,  Cashier  Indian  Head  National  Bank, 
Nashua. 

New  Jibset:  John  B.  Clbmbnt,  Second  Vice-President  Central  Trust 
Co.,  Camden. 

New  Mmoo:  H.  B.  Jones,  President  First  National  Bank,  Tucum- 
cari. 

New  Yobk:  Bbnj.  E.  Smtthb,  Vice-President  Liberty  National  Bank, 
New  YoA,  N.  Y. 

NoBTH  Carolina:  Leake  S.  CoyiNOTON,  Cashier  Farmers  Bank,  Rock- 
ingham. 

NoBTH  Dakota:  E.  Beissbarth,  President  First  National  Bank, 
Brinsmade. 

Ohh>:    I.  M.  Tagqart^  President  Merchants  NaticHial  Bank,  Masullon. 

Oklahoma:  T.  H.  Dwteb,  President  Chickasha  National  Bank, 
Chickasha. 

Obboon:  W.  L.  Thompson,  President  American  National  Bank, 
Pendleton. 

Pbnnstlyania:  J.  W.  B.  Bausman,  President  Farmers  Trust  Co., 
Lancaster. 

Rhodb  Island:  Michael  F.  Doolbt,  President  National  Exchange 
Bank,  Providence. 

South  Cabouna:  J.  Pope  Matthews,  President  Palmetto  National 
Bank,  Columbia. 

South  Dakota:  John  W.  Wadden,  President  Sioux  Falls  National 
Bank,  Sioux  Falls. 

Tennessee:  Fbq>  Collins,  Vice-President  Bank  of  Commerce  k  Trust 
Co.,  Memphis. 

Texas:     W.  P.  Andrews,  Cashier  First  National  Bank,  Ft.  Worth. 

Utah  :    W.  S.  McCobnick,  President  McComick  dc  Co.,  Salt  Lake  City. 

Vebmont:  F.  H.  Fabbington,  Brandon,  Vice-President  Rutland  Sav- 
ings Bank,  Rutland. 

VfBGiNiA:  C.  E.  Tdtant,  President  Fauquier  National  Bank,  Warren- 
ton. 

Washington:    D.  W.  Twoht,  President  Old  National  Bank,  Spokane. 

W.  Viboinia:  H.  W.  Chaddock,  Vice-President  National  Bank,  of 
Fairmont,  Fairmont. 

Wisoonbin:  L.  A.  Bakeb,  Cashier  Manufacturers  Bank,  New  Rich- 
mond. 

Wyoming:  Geo.  W.  Pebbt,  Vice-President  Sheridan  National  Bank, 
ISieridan. 
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PERMANENT  COUNCIL  COMMITTEES— Continued 

COMMITTEE  ON  FEDERAL  LEGISLATION 

Onb-Ybab  Tbrm 
F.  A.  Ibish,  Vice-President  First  National  Bank,  Fargo»  N.  D. 
T.  W.  Yates,  Vice-President  Commercial  Bank   &   Trust   Company, 
Laurel,  Miss. 

Two-Ybab  Tbbm 
Fbbd  Collins,  Vice-President  Bank  of  Commerce  &  Trust  Co^  Mem- 
phis, Tenn.,  Chairman, 
Gbobob  E.  Bbocx,  President  Home  Savines  Bank,  Boston,  Mass. 

Thbeb-Ybab  Tbbm 
C.  H.  McNiDEB,  President  First  National  Bank,  Mason  City,  Iowa. 
Jobbph  Watnb,  Jb.,  President  Girard  National  Bank,  Philadelphia,  Pa. 

FEDERAL  LEGISLATIVE  COUNCIL 

Fbhd  Coluns,  Vice-President  Bank  of  Commerce  db  Trust  Co.,  Mem- 
phis, Tenn.,  Chairman, 

Alabama:    E.  C.  Melvin,  President  Selma  National  Bank,  Selma. 

Abizona:    R.  E.  Moobb,  Vice-President  Valley  Bank,  Phoenix. 

Abkansas:  Robebt  Neill^  Cashier  Arkansas  National  Bank,  Hot 
Springs. 

Califobnia:  J.  M.  Hbndbbson,  Jb.,  President  Sacramento  Bank,  Sacra- 
mento. 

Colobado:    J.  M.  B.  Pbtbikin,  President  First  National  Bank,  Greeley. 

Connecticut:  R.  LaMotte  Russell,  President  Manchester  Trust  Co., 
S.  Manchester. 

Delawabe:    Geo.  H.  Hall,  President  Milford  Trust  Co.,  Milford. 

Distbict  of  Columbia:  C.  J.  Bell,  President  American  Security  & 
Trust  Co.,  Washington. 

FLOBmA:  John  T.  Dismukbs,  President  First  National  Bank,  St 
Augustine. 

Gboboia:    E.  C.  Smith,  Vice-President  GriflSn  Banking  Co.,  Griflfin. 

Idaho:    Walteb  E.  Milleb,  President  First  National  Bank,  Nampa. 

Indiana:    Robebt  A.  Mobbis,  Fairmont  State  Bank,  Fairmont,  Ind. 

Illinois:  Andbbw  Russbl,  Vice-President  Ayers  National  Bank, 
Jacksonville. 

Iowa:    C.  H.  McNideb,  President  First  National  Bank,  Mason  City. 

Kansas:  Geo.  A.  Guild,  Vice-President  Central  National  Bank, 
Topeka. 

Kentucky:  J.  K.  Walleb,  President  Peoples  Bank  <&  Trust  Co., 
Morganfield. 

Louisiana:  A.  T.  Kahn,  Vice-President  Commercial  National  Bank, 
Shreveport. 

Maine:    E.  S.  Kennabd,  Cashier  Rumford  National  Bank,  Rumford. 
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PEEMANENT  COUNCIL  COMMITTEES— Continued 

FEDERAL  LEOISLATIVE  COUNCIL— Contindkd 

Mabtland:    John  W.  Ennib,  Caahier  Pocomdce  City  National  Bank; 

Pocomoke  City. 
Mabbachusrtb:     Gbo.  E.  Bbock,    President    Home    Savings    Bank, 

Boston. 
Michigan  :    Dudlbt  E.  Watbus,  President  Grand  Rapids  National  City 

Bank,  Grand  Rapids. 
Minnesota:    C.  L.  Hansen,  Vice-President  First  National  Bank,  Thief 

River  Falls. 
MississiFPi:    T.  W.  Yatbs,  Vice-President  Commercial  Bank  A  Trust 

Co.,  Laurel. 
Missouri:    J.  R.  Dominicx,  President  Traders  National  Bank  Kansas 

City. 
Montana:    Rot  J.  Covbbt,  President  Merdiants  National  Bank,  Bill* 

ings. 
Nbbaska:    J.  F.  Coad,  Js.,  Packers  National  Bank,  Omaha. 
Nbtada:    Gbo.  Win(Viiu»,  President  Reno  National  Bank,  Reno. 
Niw  Hamfshibb:    Iba  F.  Habsib,  Cashier  Indian  Head  National  Bank, 

Nashua. 
New  Jbsbt:    Elwooo  S.  Babtuit,  Cashier  Atlantic  City  National 

Bank,  Atlantic  City. 
New  Mexico:    H.  B.  Jones,  President  First  National  Bank,  TucomcarL 
New  Yobk:     Delmer  Runxle,  President  Peoples  National   Bank, 

Hoosick  Falls. 
NoBTH  Cabouna:    Geo.  A.  Holdbbnesb,  President  Fanners  Banking  ft 

Trust  Co.,  Tarboro. 
NoBTH  Dakota:    F.  A.  Ibish,  Vice-President   First   NaticHial   Bank, 

Faigo. 
Ohio:    E.  L.  Cobn,  Vice-President  Erie  County  Banking  Co.,  Vermil- 
lion. 
Oklahoma:    Gut  C.  R(»ebtbon,  Cashier  First  National  Bank,  Lawton. 
Obboqn:     W.  L.  Thobipbon,    President    American    National    Bank, 

Pendleton. 
Pbnnstltania:    Joseph  Watnb,  Jb.,  President  Girard  National  Bank, 

Philadelphia. 
Rhode  Island:     Michael  F.  Doolet,  President  National  Exchange 

Bank,  Providence. 
South  Cabouna:     J.  Pope  Matthews,  President  Palmetto  National 

Bank,  Columbia. 
South  Dakota:    H.  L.  Hopkins,  President  Security  Bank,  dark. 
Tbnnebbeb:    FaB>  Collins,  Vice-President  Bank  of  Commerce  A  Trust 

Co.,  Memphis. 
Texas:     J.   W.   Butubb,   Vice-President   Texas  Bank   <&   Trust   Co., 

Galveston. 
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PERMANENT  COUNCIL  COMMITTEES— Continued 
FEDERAL  LEGISLATIVE  COUNCIL— Coittinuid 

Utah:    W.  S.  McCobnicx,  President  McComiGk  A  Co.,  Bankers,  Salt 

Lake  City. 
Vbbicont:     F.  H.  Fabrington,  Brandon,  Vt.,  Vice-President  Rutland 

Savings  Bank,  Rutland. 
Vibginia:    C.  £.  Tiffany,  President  Fauquier  National  Bank,  Warren- 
ton. 
Washington:    E.  W.  Pubot,  President  First  National  Bank,  Belling- 

ham. 
West  Vibginu:     H.  W.  Chaddock,  Vice-President  National  Bank  of 

Fairmont,  Fairmont. 
WiBOONsiN :    Waiaeb  Kastbn,  Vice-President  Wisconsin  National  Bank, 

Milwaukee. 
Wtoiong:     Qbo.  W.  Pbbbt,  Vice-President  Sheridan  National  Bank, 

Sheridan. 

COMMITTEE  ON  MEMBERSHIP 
One-Yiab  Tebic 
H.  W.  Chaodock,  Vice-President  National  Bank  of  Fairmont,  Fair- 
mont,  W.  Va. 

Two-Ybab  Tbbm 

P.  B.  DoTT,  Active  Vice-President  Gulf  National  Bank,  Beaumont,  Tez. 

THBra-YiAB  Tbic 
WiLUS  D.  LoNGTEAB,  Vicc-Presideut  Security  Trust  &  Savings  Bank, 
Los  Angeles,  Cal. 

ADMINISTRATIVE  COMMITTEE 

RiCHABO  S.  Hawbs,  Vice-President  First  National  Bank,  St.  Louis,  Mo., 
Chainnan. 

John  S.  Dbum,  President  Savings  Union  Bank  <&  Trust  Co.,  San  Fran- 
cisco, Cal. 

Thomas  B.  McAdaics,  Vice-President  Merchants  National  Bank,  Rich- 
mond Va. 

Robebt  F.  Maodox,  President  Atlanta  National  Bank,  Atlanta,  Qa. 

Onb-Ybab  Tbm 
C.  J.  Bbll^  President  American  Security  A  Trust  Co.,  Washington, 
D.  C. 

Two-Ybab  Tbbm 
John  F.  Hagbt,  Vice-President  First  National  Bank,  Chicago,  HI. 

Repreienting  Trust  Company  Section 
Ltnn  H.  Dindns,  President  Interstate  Trust  <&  Banking  Co.,  New 
Orleans,  La. 
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PEEMANENT  COUNCIL  COMMITTEES— Continued 
ADMINISTRATiyE  COMMITTEE— Coktcttted 

Representing  SavingB  Bank  Section 
8.  Fred  Stbono,  Treasurer  Connecticut  Savings  Bank,  New  Haven, 
Conn. 

Representing  National  Bank  Section 
Walrb  W.  Head,  Vice-President  Omaha  National  Bank,  Omaha,  Neb. 

Representing  State  Bank  Section 
J.  W.  BvrtSR,  Vice-President  Texas  Bank  &  Trust  Co.,  Galveston,  Tex. 

FINANCE  COMMITTEE 

John  S.  Deum,  President  Savings  Union  Bank  A  Trust  Co.,  San  Fran- 
cisco, Cal.,  Chairman. 

Habet  M.  Rubet,  President  Rubey  National  Bank,  Golden,  Colo.,  Treas- 
urer of  the  Association. 

Onb-Yeab  Tbbm 
W.  C.  GcBDON,  Vice-President  Farmers  Savings  Bank,  Marshall,  Mo. 
J.  W.  B.  Bausican,  President  Farmers  Trust  Co.,  Lancaster,  Pa. 
HoMBB  A.  MiLLBR,  President  Iowa  National  Bank,  Des  Moines,  la. 

Two-Yeab  Term 
RoBCE  C.  Stbphenson,  President  St.  Joseph  Loan  k  Trust  Co.,  South 

Bend,  Ind. 
A  M.  Graves,  Cashier  Red  River  National  Bank,  Clarksville,  Tex. 

Thbbb-Yeab  Term 
W.  E.  Purdt,  Assistant  Cashier  Chase  National  Bank,  New  York,  N.  Y. 
Tom  Habtman,  Vice-President  Producers  State  Bank,  Tulsa,  Okla. 
f^NK  W.  Blair,  President  Union  Trust  Company,  Detroit,  Mich. 

PROTECTIVE  COMMITTEE 

This  Committee  is  composed  of  three  members  and  under  the  Con- 
stitution their  names  are  not  made  public. 

COMMITTEE  ON  LIBRARY 
Onb-Yeab  Term 
JuLiBN  H.  Hnx,  First  Vice-President  National  State  and  City  Bank; 
Richmond,  Va.,  Chakman. 

Two-Yeab  Tbbm 
J.  D.  Philijpb,  Vico-President  Green  Valley  Bank,  Green  Valley,  111. 

Thbbe-Yeab  Term 
R.  LaMoitb  Russell^  President  Manchester  Trust  Company,  S.  Man- 
diester,  Conn. 
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PERMANENT  COUNCIL  COMMITTEES— Continued 
JOURNAL  COMMITTEE 

By  action  of  the  Executive  Council,  this  is  a  secret  committee  of  three 
members. 

COMMITTEE  TO  EDIT  ANNUAL  PROCEEDINGS 

This  is  a  Special  Committee  Appointed  by  the  President  and  Their 
Names  are  Not  Made  Public. 
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THE  AMERICAN  BANKERS 
ASSOCIATION 

FORTY-FIFTH  ANNUAL  CONVENTION 
ST.  LOUIS,  MISSOURI 


Tuesday,  Wednesday  and  Thursday, 
September  30-Octobeb  1-2,  1919 


FIRST  DAY'S  PROCEEDINGS 

PresideBt  Robert  F.  Maddox,  presideBt  AtlaBta  NatioBal 
Bask,  AtlaBta,  Georgia,  called  the  forty-fifth  aBBual  coBvea- 
tioB  of  the  AmericaB  BaBkers  AssociatioB  to  order  at  ten 
o'clock  a.  m.,  Tuesday,  September  30,  at  the  Shubert-Jefferson 
Theatre,  St.  Louis,  Mo.  The  proceedings  were  opeBed  with 
SB  invocatioB  by  Rev.  IvaB  Lee  Holt,  pastor  of  St.  Jolm's 
Methodist  Episcopal  Church,  South. 

Pbesidbnt  Maddox:  The  address  of  welcome  will  be  de- 
livered by  a  geutlemaB  who  Beeds  bo  iBtroduction  to  this 
AssociatioB.  The  pages  of  his  history  are  filled  with  his 
spleBdid  services  for  maBy  years.  I  take  pleasiure  in  iBtro- 
duciug  our  former  President,  who  combiues  baBks  as  well 
as  he  does  Bumy  other  good  qualities,  Mr.  F.  0.  Watts. 

(Applause.) 

ADDRESS  OF  WELCOME 

F.  0.  Wattb 

Mr.  Chairman,  Ladiet  and  Oentlemen: 

As  president  of  the  St.  Louis  Clearing  House  AflBOciation  I  was  asked 
to  write  an  expreesion  of  welcome  to  the  convention  of  the  American 
Bankera  Association.   When  I  attempted  to  do  it  my  pen  was  hesitant 
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and  I  preferred  rather  to  look  into  your  eyes  and  express  what  is  in 
the  hearts  of  the  people  of  St.  Louis.  It  therefore  becomes  a  most 
pleasant  duty  for  me  to  welcome  you  as  president  of  the  Clearing 
House  Association  in  behalf  of  the  banks  of  St.  Louis  and  its  people. 
It  is  possible  that  the  welcome  comes  a  bit  late,  for  you  have  been 
two  days  in  St.  Louis,  and  already  you  know  the  welcome  which  is 
felt  by  every  man,  woman  and  child  with  whom  you  have  come  in 
contact. 

This  convention  is  the  third  held  in  the  City  of  St.  Louis  within  a 
quarter  of  a  centuiy,  and  no  other  city  in  America  has  been  so  honored 
by  the  American  Bankers  Association  in  that  time.  Both  of  the 
previous  conventions  were  epoch-making.  The  convention  of  1896  was 
noteworthy  because  for  the  first  time,  by  any  association  of  men, 
there  was  adopted  a  resolution  firmly  and  positively  advocating  the 
establishment  of  a  gold  standard  for  the  United  States  of  America. 

Ten  years  later,  in  your  convention  of  1906,  when  the  question  of 
banking  and  currency  reform  was  the  live  one,  this  Association  author^ 
ised  the  formation  of  a  Currency  Commission  and  fortunately,  gentle- 
men, that  Currency  Commission  was  organised  and  ready  for  the 
performance  of  its  duties  when  the  panic  of  1907  came  upon  this 
country.  In  my  judgment,  it  was  due  to  the  fact  that  the  Current 
Commission  was  working  and  doing  its  part  in  forming  public  opimon 
that  from  that  panic  there  was  created  the  public  opinion  whidi  re- 
sulted in  the  enactment  of  the  Federal  Reserve  Act. 

I  hope  you  will  find  the  City  of  St.  Louis  a  pleasant  place  to  visit. 
I  can  testify  it  is  the  best  place  in  which  to  live.  I  have  the  feding 
that  though  the  American  Bankers  Association,  Mr.  President,  has 
upon  many  occasions  shown  its  favor  to  St.  Louis,  it  was  as  the 
result  of  a  thought  and  an  idea  from  a  citisen  of  St.  Louis  that  the 
Association  was  established.  You  have  four  times  in  your  histoiy 
honored  citisens  of  St.  Louis  by  election  to  the  hic^est  honors  within 
your  gift.  You  have  oftener  in  the  last  twenty-five  years  come  as  the 
guests  of  this  city,  and  yet  I  am  reminded  of  the  last  line  of  that 
good  old  Methodist  hymn,  which  says,  ''Many  thousand  favors,  and 
yet  we  ask  for  more.''  I  have  the  hope,  Mr.  President,  that  part  of 
your  deliberations  at  this  convention  will  result  in  giving  to  St.  Louis 
one  further  favor  to  one  of  its  sons,  and  I  confidently  believe  that 
as  you  confer  that  one  the  American  Bankers  Association  will  get 
value  received.  Gentlemen,  I  welcome  you  to  St.  Louis  on  behalf 
of  the  bankers  and  all  of  its  citisens,  and  I  hope  your  stay  here  may 
be  pleasant.  We  have  never  heard  but  two  criticisms  of  St  Louis; 
one  is  its  foreign  population  and  the  other  is  its  weather.  We  have 
exploded  during  the  war  period  the  idea  that  St.  Louis  had  any  foragn 
population— they  are  all  Americans.  (Applause.)  We  want  to  explode 
the  idea  that  the  St.  Louis  weather  is  not  ideal.    We  had  a  design 
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in  this  day,  for  we  have  a  circus  toni^it,  and  whoever  heard  of  a 
dieuB  being  suoeesBful  without  having  a  warm  day?    (Applause.) 

Gentlemen,  we  are  glad  you  are  here  and  we  hope  that  you  may 
eigqy  youiBehree  to  the  fullest.  I  Uiank  you,  Mr.  President.  (Applause.) 

Pbesident  Maddox:  The  response  to  the  address  of  wel- 
come  will  be  delivered  by  our  Second  Vice-President,  Mr. 
John  S.  Drum,  of  San  Francisco,  Califcmiia.     (Applause.) 

RESPONSE  TO  ADDRESS  OF  WELC30ME 
John  S.  Dbum 

Mr.  Prendent,  Mr.  WaiU,  Ladiet  and  OenUemen: 

It  is  true,  as  Mr.  Watts  says,  that  for  the  past  two  days  we  have 
looked  into  the  ^es  of  your  people  and  we  are  glad  we  are  here  to 
enjoy  the  hospitality  of  a  people  who  in  their  charm  unite  the  best 
qualities  of  the  North  and  the  South.  We  intend,  during  the  remain- 
ing portion  of  our  visit,  to  enjoy  all  that  St.  Louis  has  to  offer  to  the 
uttermost;  but  in  a  larger  sense  we  are  glad  that  St  Louis  has  been 
■elected  as  the  convention  eity  this  year.  We  feel  that  St.  Louis,  by 
reason  of  its  situation  in  the  center  of  the  North,  the  South,  the  East 
and  the  West,  has  enabled  us  to  assemble  here  in  numbers  larger 
than  has  ever  attended  a  national  convention  of  this  Association  be- 
fore. We  are  glad  also  of  the  happy  circumstances  of  being  ^ere,  as 
Mr.  Watts  says,  was  discussed  the  silver  iasue  and  later  the  question 
of  currenQT  reform. 

We  feel,  however,  that  this  meeting  is  perhaps  just  as  epoch-making. 
We  are  gathered  at  a  time  when  the  war  has  placed  upon  us  the  duties 
and  reqxmaibilities  of  being  the  creditor  nation  and  the  export  nation 
of  the  world,  and  these  statements  are  not  made  with  any  feeling 
that  we  are  fl^oiying  in  our  opp<»tunities,  but  merely  to  bring  to  our 
minds  a  realisation  of  the  duties  whidi  are  cast  upon  us  by  reason  of 
these  events.  We  have  now  to  meet  a  problem  which  those  nations 
occup3ring  a  similar  position  in  past  decades  had  to  meet;  and  that 
is,  how  is  this  nation  to  discharge  the  great  duty  of  attending  to  the 
credits  and  finances  of  its  own  credit  enterprises,  and  at  the  same  time 
the  credit  and  finances  needed  by  the  stricken  European  countries? 
That  is  the  duty  now  cast  upon  us,  with  a  banking  sytibem  that 
comprises  a  national  system  and  forty-eight  separate  state  systems, 
and  also  neariy  thirty  tho^usand  state  banking  institutions.  When 
natiOTB  of  the  past  had  to  meet  a  similar  inue  they  had  their  great 
central  banks,  their  great  private  banks,  possessing  strength  and  solid- 
ify; but  we  have  to  work  out  our  problem  with  our  banking  qrstem 
as  it  is  and  as  it  ^lall  remain.    We  have,  it  is  true,  the  great  Federal 
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reaenre  system  that  centralizes  our  gold  reserve,  but  does  it  oentraliie 
the  operations  of  our  banks?  Does  it  give  our  banks  the  opportunity 
of  centralisation  of  credit  and  finance  so  that  we  can  discharge  those 
larger  duties?  No,  it  does  not,  and  it  is  up  to  our  banks,  and  it  is 
up  to  the  banks  acting  through  this  Association,  to  oil  that  machineiy 
and  take  advantage  of  those  means  that  we  know,  in  the  same  way 
that  we  coordinate  and  bind  together  these  separate  institutions  so 
that  these  great  duties  can  be  performed  as  they  should  be.  When 
we  have  the  problem  of  financing  the  cotton  crop  of  the  South  it  is 
not  and  should  not  be  the  concern  only  of  the  banks  of  Texas  and 
Georgia,  but  of  the  banks  of  California  and  Oregon  as  well.  These 
banks  diould  take  an  equal  participating  interest  in  seeing  that  that 
crop  is  properly  taken  care  of.  Similariy,  when  we  have  large  export 
operations  on  the  Atlantic  or  Pacific  coast  to  take  care  of,  that  duty 
is  not  only  a  burden  on  the  banks  in  those  sections  but  on  every 
bank  in  the  middle-west.  They  may  not  have  any  foreign  trade 
business  whatsoever,  but  they  have  and  should  have  a  concern  in 
seeing  to  the  financing  of  that  foreign  operation  just  the  same  as 
though  they  were  on  the  Atlantic  or  Pacific  seaboard.  The  reason  is 
that  in  our  nearly  thirty  thousand  institutions  is  contained  the  credit 
strength  and  the  financial  strength  of  this  entire  country,  and  that 
strength  can  only  be  sustained  by  the  development  of  a  certain  amount 
of  cooperation  and  coordination.  Therefore,  I  say  that  this  meeting 
is  a  most  significant  one.  At  this  meeting  should  be  devised  and 
built  a  foundation  broad  and  deep,  upon  a  superstructure  ^diidi  will 
take  care  for  all  time  of  our  present  banking  needs  and  duties.  It 
is  a  happy  circumstance  that  we  are  here  in  this  central  portion  of 
the  United  States  where  that  foundation  can  be  laid.  Mr.  Watts,  it 
is  a  great  pleasure  to  be  here  amongrt  your  people  seeking  to  lay 
the  foundation  for  solving  our  problem  and  to  devise  such  a  plan  and 
policy  as  will  enable  the  balance  of  this  country  to  do  its  proper 
share  in  working  out  the  great  destiny  of  the  nation.    (Applause.) 

President  Maddox:    It  now  becomes  my  duty,  gentlemen, 
to  read  to  you  the  annual  report  as  prepared  by  the  President. 


ANNUAL  ADDEESS  OP  THE  PRESIDENT 

BoBBBT  F.  Maddox 
At  the  time  of  our  last  Convention  just  a  year  ago,  our  country  was 
engaged  in  a  great  conflict  and  we  were  doing  everything  in  our  power 
to  win  the  great  war.  Our  farms,  our  factories  and  our  mines  were 
being  worked  with  patriotic  energy  to  furnish  our  army  and  the  armies 
of  our  allies  with  the  necessary  supplies. 
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Oar  people  had  eheerfolly  pnrehaaed  more  than  ten  billkm  dollars 
of  liberty  bonds  and  were  preparing  to  take  another  issue  of  six 
UUion,  feeling  oonfldent  that  they  would  be  promptly  subscribed.  We 
were  rationing  our  food,  that  others  might  be  fed,  and  our  men  and 
woomi  in  all  walks  of  life  were  making  every  sacrifice  to  bring  the 
war  to  a  quick  and  suceessful  conclusion. 

We  had  mobilised  four  million  men  in  our  army  and  had  sent  half 
of  this  number  across  the  sea,  trained  and  equipped  for  battle  and 
ready  to  make  the  supreme  sacrifice  if  necessary,  to  stop  the  onward 
march  of  the  armies  of  the  Central  Powers,  which  threatened  to  con- 
quer the  world.  We  had  heard  of  the  glorious  Tictory  our  soldiers  had 
aehie?ed  at  Chateau-Thierry  and  at  St.  Mihiel  and  were  anxiously 
awaiting  the  result  of  the  battle  of  the  Argonne,  which  had  just  begun. 

In  lees  than  two  months  after  our  last  CouTention  had  adjourned 
the  weight  of  the  armies  of  the  United  States,  backed  by  the  loyalty 
of  our  people,  and  the  great  resources  of  our  country,  had  brought 
victory  to  the  Allies.  Justice  prevailed,  Qermany,  Austria  and  Tur- 
key were  hopelessly  defeated,  autocracy  fell,  and  human  liberty  was 
saved  to  the  world. 

AlCBBIOA  m  THB  WaB 

The  accomplishments  of  our  country  while  engaged  in  this  great  war 
reflect  credit  upon  all  our  people  and  add  glory  to  the  splendid  tradi- 
tions of  our  past.  We  are  grateful  to  the  men  and  women  who  served 
at  home  and  we  will  long  remember  the  courage  and  patriotism  of  our 
soldier  boys  who  went  into  the  battle  lines  in  France  and  brought  our 
flag  victoriously  back  home  with  the  Stars  and  Stripes  shining  with 
new  brilliancy — ^honored  and  respected  as  never  before  throughout  the 
world. 

To  those  brave  American  boys  who  fell  in  battle  and  now  sleep  be- 
neath Ihe  sod  in  France,  many  of  whom  went  from  our  banking 
institutions,  we  owe  a  debt  which  can  only  be  paid  by  forever  cherishing 
their  memory  and  carrying  on  the  spirit  of  Liberty  and  Justice  for 
which  they  so  nobly  gave  their  lives. 

In  all  of  the  war  activities  the  members  of  the  American  Bankers 
Association  have  done  well  their  part.  From  the  floor  of  our  last 
Convention,  in  response  to  a  telegram  from  President  Wilson  express- 
ing his  appreciation — "At  the  splendid  spirit  and  efficiency  with  which 
the  bankers  of  the  country  were  assisting  the  Qovemment  in  the  all- 
important  matters  of  the  loans" — ^you  remember  we  wired  him  that — 
"Every  ounce  of  energy  and  every  resource  at  the  command  of  the 
bankers  of  the  nation  are  pledged  to  the  cause  of  human  freedom  and 
independence." 

How  well  the  bankers  kept  that  pledge  is  known  to  all  men  and  now 
that  tiie  war  is  over,  the  members  of  the  American  Bankers  Association 
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can  with  Mtiafaction  share  with  their  fellow  dtiieoB  the  Jojs  of  yie- 
tory  and  with  renewed  energy  coH)perate  with  them  in  conrageooaly 
meeting  the  problems  of  peace. 

Wab  F1NANOB8 

In  meeting  the  uncertain  war  conditions  and  the  sodden  erpaniiim 
of  business  during  the  past  few  years,  the  Federal  reserre  banks  ha^* 
proved  a  splendid  and  even  a  surprising  success,  for  they  have  dem* 
onstrated  that  our  present  banking  system  is  the  superior  of  any  in 
the  world. 

We  shudder  to  think  what  mi^ib  hare  happened  if  we  had  entered 
the  war  under  the  old  regime  of  banking  and  are  grateful  to  those  who 
derised  and  cooperated  in  passing  the  measure  and  are  under  many 
obligations  to  the  members  of  the  Federal  Beserre  Board  and  the 
officers  of  the  Federal  reserve  banks,  who  have  so  wisely  directed  their 
operations. 

The  statement  of  the  Federal  reserve  banks  on  September  6  showed 
that  out  of  2,200  millions  of  bills  receivable,  1,635  million  were  secured 
by  government  war  obligations,  thus  demonstrating  their  great  value 
to  the  government  in  assisting  the  member  banks  to  carry  loans 
secured  by  war  obligations,  without  retarding  their  commercial  trans- 
actions. 

It  is  expected  that  in  a  reasonable  time,  these  loans  now  carried 
by  the  banks  of  the  country  for  their  customers  who  subscribed  for 
war  obligations,  will  be  paid,  but  considering  the  fact  that  out  of 
government  obligations  now  outstanding  of  approximately  twenty-five 
billion  dollars,  tiie  comparatively  small  amount  of  notes  discounted  by 
the  Federal  reserve  banks,  secured  by  these  obligations^  is  very 
gratifying. 

When  we  consider  that  the  cost  of  the  war  to  the  United  States 
from  April  6,  1017,  to  June  30,  1010,  was  30,167  million  dollars  and 
that  we  only  issued  21,476  million  dollars  of  bonds  to  meet  this  ex- 
penditure, relying  upon  taxes  to  make  up  the  difference,  a  large  part 
of  which  has  already  been  paid;  and  that  we  now  hold  the  obligations 
of  our  allies  for  approximately  ten  billion  dollars,  which  in  time  will 
be  paid;  it  would  seem  that,  considering  the  magnitude  of  our  en- 
gagements, the  war  has  been  most  wisely  financed  and  the  burden  of 
future  government  requirements  can  be  easily  borne. 

On  June  30,  1014,  the  deposits  of  all  the  banks  of  this  country 
were  about  twenty-one  billion  dollars.  The  deposits  of  the  national 
banks  on  June  30,  1010,  were  approximately  sixteen  billion  dollars 
and  while  the  deposits  of  the  state  banks  are  not  obtainable  at  this 
time,  estimating  their  increase  in  the  same  proportion  as  that  of  the 
national  banks,  it  is  safe  to  assume  that  their  deposits  are  now  ap- 
proximately ei^teen  billion  of  dollars,  making  a  total  for  all  banks 
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of  thirty-three  billion  dollars,  or  an  increase  for  the  war  period  of 
sboot  twelve  billion  dollars. 

Oar  circulation  has  risen  from  3,478  millions  on  September  1,  1914, 
to  6,743  million  on  September  1,  1919,  or  an  increase  of  2,266  million, 
more  than  $20  per  capita. 

With  bank  deposits  during  the  war  period  increasing  57  per  cent., 
ind  our  circulation  increasing  05  per  cent.,  it  is  not  surprising  that 
tilt  Bureau  of  Labor  at  Washington  has  estimated  the  increased  liying 
eoft  at  70  per  cent. 

niat  the  peak  of  high  prices  has  been  passed  se^ns  to  be  indicated 
bf  Bradstreet  and  Dim's  reports  showing  that  their  index  number  of 
eommoditj  prices  declined  from  August  1  to  September  1. 

Myifpra^wTP 

Our  membership  at  the  close  of  our  fiscal  year,  September  1,  was 
20,214,  the  largest  in  our  history  and  showing  a  net  gsin  for  the  year 
of  1171. 

la  this  connection  it  is  interesting  to  note  that  in  the  past  Ats  years 
imoe  the  European  war  began,  our  membership  has  increased  5,502. 
We  now  have  more  than  flve-sevenths  of  all  the  banks  in  the  country, 
tad  I  believe  that  in  a  short  time  practically  every  bank  in  the  United 
States  will  realize  the  value  of  membership  and  will  oo-operate  with 
us  in.  making  our  fraternity  a  still  greater  factor  in  the  progress  and 
derelopment  of  our  country. 

Sbotioks 

Our  financial  affairs  are  in  excellent  condition,  as  will  be  seen  by 
Uie  Treasurer's  report.  The  work  of  the  various  Sections  of  our  Asso- 
ci&tbn,  including  the  National  Bank,  Savings,  State  Bank,  Trust 
GcmpanieSy  State  Secretaries  and  Clearing  House  Sections,  having  been 
especially  satisfactory  during  the  past  year,  as  will  be  seen  by  the 
reports  of  their  officers.  The  State  Bank  Section,  the  youngest  section, 
hu  now  the  largest  membership  and  is  proving  of  much  value  to  its 
members. 

The  American  Institute  of  Banking  has  enjoyed  a  splendid  year  and 
the  work  of  broadening  its  influence  among  the  young  bank  men  has 
been  carried  forward  with  great  success  by  its  present  officers.  This 
department  is  of  great  value  in  educating  young  bankers  for  the  im- 
portant work  of  the  future  and  deserves  our  cordial  and  continued 
support.  The  Bulletin,  which  is  published  by  this  section  quarterly, 
is  very  interesting  and  is  proving  to  be  one  of  our  most  important 
publications. 

Thb  Joubnal  AiTD  Bankeb-Fabmbb 

The  JousNAL  is  now  rapidly  being  developed  into  what  it  should  b»— 
a  magazine  of  general  interest  to  our  members.     The  past  year  was 
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the  first  in  which  advertising  was  taken  and  this  has  proved  to  be  a 
proper  and  valuable  aid  in  reducing  the  cost  of  publication.  In  an- 
other year  the  value  of  this  advertising  should  be  dononstrated  to 
our  patrons  and  a  greater  income  derived  from  this  source.  It  has 
been  suggested  that  the  Joitbnal^  if  published  weekly  or  semi-monthly, 
might  prove  more  interesting  and  beneficial  to  our  members  by  giving 
them  banking  news  and  current  information  more  promptly  than  as, 
at  present,  in  a  monthly  publication. 

The  expense,  however,  of  publishing  the  Joubnal  more  frequently 
would  be  very  much  greater  than  the  present  appropriation  and  it  was 
not  thought  advisable  during  this  year  to  make  the  change,  but  it  is 
hoped  that  in  the  near  future  our  income  will  warrant  its  being  made. 

The  Bamker-Farmer,  another  publication  issued  by  the  Association, 
has  continued  to  prove  a  valuable  aid  in  developing  the  agricultural 
interests  of  our  country,  which  are  now  so  closely  allied  with  the 
growth  of  the  banking  business.  During  the  war  the  Banker-Farmer 
was  very  active  in  stimulating  the  increased  production  of  the  farmers, 
and  has  received  the  cordial  co-operation  and  endorsement  of  the 
United  States  Department  of  Agriculture.  Considering  the  small  net 
cost  to  the  Association,  this  publication  is  proving  a  splendid  invest- 
ment. 

The  Agricultural  Commission,  under  the  able  leadership  of  its  Chair- 
man (who  at  the  last  meeting  of  our  Association  was  made  a  member 
of  our  Executive  Council)  has  rendered  valuable  service  during  th* 
past  year,  not  only  to  our  Association  but  to  tbe  country  at  large. 

Enlabged  Administbativb  COMiaXTIS 
The  wisdom  of  our  last  Convention  in  adding  the  Presidents  of  the 
National,  State,  Savings  Banks  and  Trust  Company  Sections  to  the 
Administrative  Committee  and  adding  the  Vice-Presidents  of  these 
sections  to  the  Executive  Council,  has  been  demonstrated  by  the  fine 
spirit  of  harmony  which  now  prevails  among  ail  of  the  sections.  All 
now  have  direct  representation  on  these  important  committees;  have 
a  more  intimate  knowledge  of  the  affairs  of  the  Association,  and  a 
voice  in  directing  its  management. 

At  one  time  it  was  feared  that  sectional  differences  might  disrupt 
the  Association  but  I  am  glad  to  say  that  our  members  now  seem  to 
realize  that  it  is  big  and  broad  enough  to  be  helpful  to  all  and  harm- 
ful to  none  and  the  cordial  co-operation  now  existing  promises  to  make 
our  work  in  the  future  more  beneficial  than  ever  before. 

Washinoton  Ofeiob 
A  few  months  ago  under  the  direction  of  the  Administrative  Com- 
mittee, the  National  Bank  Section  opened  a  service  office  in  the  City 
of  Washington,  where  it  could  serve  its  members  in  connection  with 
the  many  transactions  they  are  compelled  to  have  with  the  Treasury 
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Department,  and  the  office  of  the  Ckunptroller  of  the  Currency  under 
whose  supervision  they  are  being  operated.  This  office  has  already 
proved  to  be  of  much  value  to  the  members  of  this  section. 

The  Administrative  Committee  in  January  was  of  the  opinion  that 
it  would  be  wise  to  move  the  entire  headquarters  of  the  Association 
from  New  York  to  Washington  and  recommended  this  proposition  to 
the  Executive  Council,  which,  upon  a  referendum,  voted  by  a  large 
majority  in  favor  of  the  move.  Upon  subsequent  consideration  of  the 
subject,  however,  there  was  some  difference  of  opinion  among  the  mem- 
bers of  the  Administrative  Committee  and  among  the  members  of  the 
Executive  Council,  and  it  was  decided  to  bring  the  matter  to  the  atten- 
tion of  the  General  Convention  for  such  action  as  it  might  deem  best. 

LSQAL  DePABTMSNT 

The  work  of  the  Legal  Department  of  our  Association,  under  the  able 
management  of  General  Counsel  Paton,  has  grown  very  much  during 
the  past  few  years  and  now,  owing  to  our  large  membership,  the  legal 
opinions  requested  by  our  members  and  the  service  rendered  by  the 
(General  Counsel  have  greatly  increased. 

Judge  Paton  has  been  with  the  Association  for  many  years  and  dur- 
ing this  period  has  rendered  several  hundred  important  decisions  on 
banking  questions  and  it  has  been  decided  to  publish  a  Digest  of  these 
opinions  in  book  form.  This  book  is  now  ready  for  distribution.  It 
should  prove  a  valuable  addition  to  the  office  of  any  banker,  and  I  hope 
our  membership  may  take  advantage  of  the  opportunity  of  securing 
one. 

Pbotbotivs  Depabticsnt 

Owing  to  the  general  unrest  throughout  the  country  and  the  large 
number  of  men  out  of  employment  during  the  past  year,  incident  to 
labor  conditions  and  the  demobilization  of  our  army,  the  Protective 
Department  has  been  very  busy. 

The  number  of  attacks  made  on  banks  has  been  greater  than  in  any 
year  in  our  history  and  the  amount  expended  for  the  protection  of  our 
members  has  likewise  been  greater.  The  efforts  of  our  Protective 
Department  in  arresting  the  offenders  have,  on  the  whole,  been  satis- 
factory, but  in  many  cases  the  clews  were  not  sufficient  to  get  satis- 
factory results.  Hr.  L.  W.  Gammon,  who  has  so  ably  managed  this 
department,  completed  his  tenth  year  of  service  on  August  2. 

COMMmSE  ON  COHMEBOB  AlfD  MaBINE 

Yon  will  remember  that  at  the  last  Convention  the  President  was 
authorized  to  appoint  a  committee  on  Commerce  and  Marine  to  study 
this  important  subject  and  report  to  the  Convention.  The  committee 
was  appointed  and  Mr.  John  McHugh  of  New  York  was  elected  its 
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Chairman.     The  oommittee  has  had  several  meetings  and  has  given 
this  subject  a  great  deal  of  attention. 

It  has  been  in  close  touch  with  the  l^slation  affecting  our  merchant 
marine  and  the  development  of  our  foreign  commerce,  as  its  report 
will  show,  and  I  hope  it  will  be  the  pleasure  of  the  Convention  to 
continue  this  important  committee. 

FoBEioN  Tbadb 

For  manj  years  we  have  been  producing  more  in  this  country  than 
we  could  consume  and  the  war  has  stimulated  the  output  of  our  farms, 
factories  and  mines,  so  that  we  must  look,  more  than  ever  before,  to 
our  exports  to  keep  our  people  well  employed. 

The  figures  of  our  foreign  trade  are  almost  beyond  comprehension. 
With  an  annual  balance  of  trade  before  the  war  of  600  million  dollars, 
our  balance  for  the  last  fiscal  year  reached  4,200  million  dollars  and 
for  the  five-year  period  amounted  to  the  stupendous  total  of  14,434 
millions  of  dollars. 

These  figures  tell  the  story  of  the  greatest  commercial  activity  in 
our  history,  but  we  must  remember  that  this  result  has  been  attained 
by  conditions  which  we  cannot  expect  and  would  not  wish  to  have 
again.'  That  the  decline  has  set  in  is  shown  by  the  fact  that  our  exports 
have  rapidly  decreased  in  July  and  August. 

The  difficulty  Europe  is  now  having  in  paying  for  our  products  is 
shown  by  the  recent  great  decline  in  her  exchanges.  With  the  pound 
sterling  now  selling  at  14  per  cent  discount,  the  French  and  Belgium 
francs  at  40  per  cent,  discount  and  the  lire  at  47  per  cent  discount,  it 
is  very  evident  that  our  situation  will  be  serious  unless  some  relief 
can  be  found. 

We  are  fortunately  able  to  extend  this  accommodation,  and  the  only 
country  in  the  world  which  can.  If  we  fail  to  meet  this  responsibility, 
as  well  as  this  opportunity,  we  will  in  a  measure  lose  the  great  benefit 
the  war  has  brought  to  our  door. 

We  know  that  Europe  will  require  a  large  amount  of  our  products 
in  the  future,  but  the  question  now  is — ^How  can  this  trade  be  financed? 
As  we  cannot  expect  to  receive  payment  in  goods  or  gold,  it  must  be 
paid  in  some  form  of  time  obligations,  either  the  securities  of  govern- 
ments, municipalities,  or  industrial  enterprises — and  perhaps  all  three 
may  be  used. 

It  is  thought  by  some  that  our  government  should  extend  this  credit 
to  the  governments  of  our  allies,  taking  short  time  bonds  and  issuing 
short  time  bonds  against  them,  but  the  general  impression  is  that  there 
is  a  strong  opposition  in  Washington  to  the  government  issuing  any 
more  bonds. 

The  Piatt  bill,  recently  passed  by  Congress,  allowing  the  national 
banks  to  invest  5  per  cent  of  their  capital  and  surplus  in  companies 
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engaged  in  international  trade  and  the  pending  Edge  bill  providing  for 
the  organization  of  corporations  to  engage  in  foreign  banking  and 
financial  operaiioii  under  the  superyiBlon  of  the  Federal  Reeenre  Board, 
are  meararea  designed  to  facilitate  onr  exports  and  assist  in  extending 
some  form  of  financial  assistance.  The  amounts  involved  are  very 
large  and  it  remains  to  be  seen  whether  these  measures  will  meet  the 
•ituation. 

In  my  opinion  the  thought  of  the  bankers  and  the  business  men  can 
well  be  turned  to  this  export  question,  for  it  is  certain  that  upon  the 
continuance  of  our  foreign  trade  must  rest  the  future  prosperity  of  our 
country. 

Labor  Ain>  thb  Wab 

When  we  remember  that  in  the  great  conflict  through  which  the 
world  has  just  passed  50,000,000  men  were  recently  in  arms,  bent 
upon  death  and  destruction — ^that  7,500,000  fell  in  battle — ^that  the 
contending  countries  spent  more  than  $200,000,000,000  in  carrying  on 
the  war — ^that  hundreds  of  millions  of  men  and  women  were  drawn 
from  their  normal  activities,  it  should  not  be  surprising  that  there  is 
a  spirit  of  unrest  everywhere,  and  it  will  take  time  for  men  to  recover 
from  their  experiences  of  the  recent  past  and  calmly  return  to  their 
former  quiet  and  peaceful  pursuits. 

During  this  transition  we  can  understand  how  the  great  laboring 
classes,  finding  their  condition  but  little  improved,  still  paying  war 
prices  for  their  necessities,  forgetting  that  the  channels  of  trade  are 
•till  blocked  by  the  wreckage  of  war;  are  manifesting  a  spirit  of  dis- 
satisfaction and  are  easily  led  by  false  friends  who  i>oint  the  way  to 
salvation  through  the  easy  paths  of  Socialism  and  Anarchy.  We  have 
witnessed  such  tendencies  spread  from  Russia  to  Europe  and  across  the 
Atlantic  to  America. 

But  the  civilized  world  has  been  five  years  in  suppressing  a  spirit 
which  failed  to  consider  the  rights  of  others  and  it  will  not  now  toler- 
ste  another  attempt  to  terrorize  it  in  submission  to  a  practice  that  is 
wrong  in  principle. 

The  war  just  over  was  settled  by  the  arbitrament  to  the  sword,  and 
the  struggle,  now  on,  will,  and  must  be,  settled  by  appealing  calmly  to 
the  intelligence  of  the  people.  It  must  be  made  plain  to  those  who  are 
threatening  to  disregard  law,  that  their  future  prosperity  can  only  be 
secured  by  its  observance.  It  is  the  duty  of  those  in  authority,  every- 
where, to  assure  the  people  that  the  rights  of  all  will  be  protected,  and 
while  labor  has  won  its  way  to  a  higher  place  in  the  world  than  it  had 
before  the  war,  that  place  cannot  be  determined  by  the  disregard  of 
law  and  order. 

It  is  unfortunate,  however,  that  in  this  country  which  has  suffered 
eo  little,  where  labor  as  a  whole  has  been  well  treated,  and  has  been 
given  higher   compensation   than  in  any  other  place  in  the  world. 


Digiti 


zed  by  Google 


86  FOETY-PIFTH  ANNUAL  CONVENTION 

organized  labor  has  demonstrated  on  many  recent  occasions  its  utter 
disregard  for  the  interests  of  any  other  class.  But  we  cannot  fail  to 
seriously  consider  the  labor  question  when  we  see  branches  of  the  union 
spread  to  clerks,  policemen,  firemen,  school  teachers,  and  even  to  actors. 

The  issues  confronting  the  American  people  today  seem  to  be 
whether  the  government  shall  be  more  powerful  than  the  labor  unions^ 
whether  business  enterprises  will  be  completely  dominated  by  the  labor 
unions,  or  by  giving  all  employees  a  larger  share  in  the  profits  and  a 
greater  voice  in  the  management  of  business,  the  labor  unions  will  be 
broken  up.  The  difficulty  is,  at  present,  that  the  labor  leaders  do  not 
seem  disposed  to  accept  in  lieu  of  their  union  control,  the  profit-sharing 
plan,  but  insist  upon  the  closed  shop. 

I  hope,  in  the  near  future,  the  conference  called  by  President  Wilson 
on  this  subject  may  in  some  way  solve  the  problem  and  capital  and 
labor — ^"useless  each  without  the  other" — ^will  in  a  friendly  and  co-oper- 
ative way  work  for  the  happiness  of  all  and  the  continued  development 
of  our  great  country. 

Railboads 

We  hope  Washington  will  soon  act  on  the  Peace  Treaty  and  the 
League  of  Nations,  as  there  are  many  domestic  problems  which  require 
the  attention  of  Congress.  The  greatest  of  these  is  legislation  con- 
cerning the  railroads.  Nothing  is  more  important  than  the  service  and 
development  of  our  transportation  systems.  They  are  the  arteries 
through  which  the  life-blood  of  the  nation  flows.  They  touch  the  activi- 
ties  of  all  our  people.  We  know  that  the  railroads  have  not  received 
fair  treatment  from  the  rate-making  power  and  by  denying  them  rea- 
sonable returns  on  their  investments,  their  credit  has  been  largely 
destroyed.  Their  physical  condition  had  declined  before  the  govern- 
ment took  them  over  and  under  government  operation  it  has  not  been 
improved  and  their  expenses  have  increased  by  leaps  and  bounds. 

Out  of  the  many  plans  suggested  for  their  future  operation  it  is 
hoped  that  Congress,  without  prejudice  or  political  consideration,  may 
reach  a  wise  conclusion,  and  these  great  properties  be  further  developed 
and  able  to  render  better  service. 

The  Budget  Ststeic 

There  never  was  a  time  in  our  history  when  it  was  more  necessary 
that  our  people  should  begin  to  check  extravagances  and  practice 
thrift  and  economy,  and  nothing  would  be  more  conducive  to  such 
practice  than  having  our  government  set  the  example. 

It  was,  of  course,  necessary  for  the  government  to  be  somewhat 
wasteful  in  its  expenditures  during  the  war  but  there  are  no  such  rea- 
sons at  this  time.  It  is  earnestly  hoped  that  the  budget  system  of 
handling  the  finances  of  our  government  will  be  adopted  by  this  Con- 
gress. 
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Our  Szeentiye  Cotmeil  mumixiKnulj  recommended  the  adoption  of 
roeh  a  system  at  its  last  meeting  and  similar  resolutions  have  been 
adopted  by  the  leading  commercial  organizations  of  the  country. 

Deaths  of  CkK*.  Lowbt  Ain>  Mb.  Ltkoh 

During  the  past  year  the  members  of  our  Association  learned  with 
the  deepest  regret  of  the  death  of  two  of  our  most  beloyed  and  dis- 
tinguished former  presidents — ^Mr.  James  K.  Lynch,  who  was  elected 
President  of  the  Association  in  1915,  died  at  his  home  in  San  Francisco, 
Oslifomiay  and  CoL  Bobert  J.  Lowry,  who  was  elected  President  in 
1896, 4ied  at  his  hcnne  in  Atlanta,  Georgia. 

These  gentlemen  served  our  Association  with  credit  and  aMlity. 
Their  genial  presence  will  be  missed  at  this  Convention  and  their  loss 
is  keenly  felt,  not  only  by  the  bankers  of  America,  but  by  their  count- 
less friends  in  all  walks  of  life. 

I  wish  to  take  this  opportunity  to  express  my  sincere  appreciation 
for  the  courtesies  which  have  been  extended  to  me  and  the  co-opwation 
which  has  been  given  my  efforts  by  all  of  the  officers,  committees  and 
employees  of  the  Association;  particularly  the  General  Secretary,  the 
Assistant  Secretary  and  the  secretaries  of  the  various  sections;  the 
General  Counsel,  the  editor  of  the  Joubnal,  the  manager  of  the  Pro- 
tective Department  and  the  other  members  of  the  staff. 

In  conclusion  let  me  say,  I  hope  that  out  of  the  history  of  our  past 
snd  out  of  our  deliberations  here  all  of  our  members  may  catch  anew 
the  q>irit  of  service  and  in  the  years  to  come  the  American  Bankers 
Association  will  continue  to  grow  in  usefulness  and  make  its  influence 
felt  in  every  worthy  enterprise  looking  to  the  happiness  of  our  people 
snd  the  prosperity  of  our  country. 

Pbebident  Maddox:  Gentlemen,  the  reports  which  follow 
in  the  program  have  been  printed  and  distributed  and  will 
be  considered  as  having  been  submitted.  We  are  very  happy 
today  to  have  with  us  an  imexpected  guest.  The  United 
States  Chamber  of  Commerce  had  arranged  for  this  week 
a  very  important  meeting  at  Atlantic  City,  but  owing  to  the 
fact  that  many  speakers  from  European  coimtries  were  im- 
able  to  be  present  thid  week,  that  meeting  has  been  postponed. 
One  of  the  principal  speakers  for  that  meeting  was  the  guest 
that  we  have  with  us  today  and  as  soon  as  I  learned  tiiat 
that  meeting  had  been  postponed,  I  inmiediately  requested 
him  to  come  to  St.  Louis  and  make  a  speech  to  our  Associa- 
tion, feeling  sure  that  you  would  be  very  glad  indeed  to  have 
him  on  the  program  imder  these  splendid  conditions.  He  is  a 
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man  who  is  well  known  to  all  of  the  bankers  of  the  United 
States,  whose  splendid  service  as  the  war  Governor  of  the 
Federal  Reserve  Board  has  been  a  great  factor  in  carrying 
on  the  stable  commerce  of  our  country  and  keeping  our  bank- 
ing matters  in  such  excellent  shape.  I  am  siure  you  will  be 
very  glad  indeed  to  have  me  present  to  you  Hon.  W.  P.  G. 
Harding,  Governor  of  the  Federal  Reserve  Board  at  Wash- 
ington. 

ADDRESS  BY  W.  P.  G.  HARDING 

Governor  Federal  Reserve  Board 

Mr.  President,  Ladies  and  Oentlemen  of  the  American  Bankers  AssO' 
ciation: 

We  would  be  blind,  indeed,  if  we  failed  to  recognise  the  fact  that 
the  radical  and  revolutionary  tendencies  existent  in  Europe  are  taking 
root  upon  our  own  soil;  and  in  considering  the  means  of  allaying  the 
spirit  of  unrest,  and  of  maintaining  the  orderly  processes  of  production 
and  distribution,  we  should  first  determine  the  nature  of  our  present 
troubles,  and  analyse  the  causes  which  have  induced  them.  The  great 
masses  of  our  people  are  law  abiding,  and  the  native  bom  and  foreigner 
alike  look  upon  this  coimtry  as  a  land  of  promise  and  of  opportunity 
they  respect  American  traditions  and  loyally  support  American  policies. 
The  agitator  and  anarchist  are  always  in  our  midst,  it  is  true,  but 
normally  their  influence  is  negligible,  and  it  is  only  when  they  can 
take  advantage  of  a  general  feeling  that  something  is  wrong  and  that 
a  drastic  remedy  must  be  found  that  they  are  able  to  command  a 
following. 

The  causes  which  have  brought  about  present  conditions  are  sociolo- 
gical and  economic.  They  may  be  traced  back  to  primal  instincts — 
to  the  desire  for  food  and  shelter.  Some  of  the  changes  which  have 
come  from  the  war,  have  been  so  sudden  and  so  marked  that  they 
have  a£Fected  the  popular  sense  of  proportion.  Five  years  ago  a  man 
doing  a  day's  work  received,  let  us  say,  four  dollars,  which  would  buy 
a  certain  amoimt  of  food,  clothing  and  shelter.  Eight  ddlars,  at  that 
time  would  in  addition  have  prociu^d  certain  pleasures  and  luxuries, 
or  else  would  have  obviated  the  necessity  for  working  every  day. 
Now  when  wages  have  been  doubled,  so  that  the  same  service  that 
brought  four  dollars  brings  eight  dollars,  the  workman  feels  that  as  he 
has  a  larger  income,  he  can  either  spend  more  or  work  less.  But  as 
prices  have  advanced  he  finds  that  he  can  buy  no  more  with  ei^t 
dollars  than  he  formerly  could  with  four. 
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The  farmer  is  having  the  same  experioioe.  With  wheat  at  one 
ddlar  a  buohel  he  had  been  aoeustomed  to  certain  living  expenses— to 
paying  certain  prices  for  the  things  he  had  to  buy.  Wheat  at  two 
doUars  and  twenty-five  cents  a  bushel  would  have  been  regarded  a 
few  years  ago  as  an  iridescent  dream^  and  its  realisation  meant  oom- 
f<»l8  and  luxuries  hitherto  unattainable.  But  with  higher  labor  costs, 
and  higber  prices,  for  everything  he  has  to  buy,  the  farmer  is  disap* 
pointed  in  finding  that  his  wealth  does  not  increase  in  proportion  to 
the  advance  in  the  market  price  of  his  products,  and  that  if  he  wishes 
to  save  anjrthing,  he  must  live  and  work  very  mudi  as  he  did  in  the 
days  of  dollar  wheat  and  ten-cent  cotton. 

A  very  large  body  of  the  people,  including  professional  men,  preach- 
es, teachers,  accountants,  salesmen  and  clerks,  are  receiving  only  a 
smaU  increase  in  compensation,  and  upon  these,  including  those  having 
moderate  fixed  incomes  from  investments  representing  life-time  saving, 
the  burden  of  hi^  prices  falls  with  crushing  force. 

Our  troubles  then,  are  the  result  of  economic  causes,  and  have  come 
from  a  dislocation  of  the  normal  relationship  of  supply  to  demand. 
These  causes  are  directly  traceable  to  the  great  war,  to  its  waste  and 
destruction,  to  its  heavy  drain  upon  available  supplies  that  constituted 
so  large  a  part  of  the  world's  liquid  wealth,  and  to  the  financial  ex- 
pedients, which  were  necessary  and  unavoidable  in  order  to  procure 
these  supplies. 

In  treating  physical  ailments,  it  is  necessary  first  to  make  a  careful 
diagnosis— to  ascertain  the  nature  and  cause  of  the  complaint,  in  order 
that  the  proper  remedy  may  be  applied  and  a  recurrence  of  the  ail- 
m»it  prevented— the  wrong  medicine  merely  aggravates  the  disease. 
There  are  some  who  reason  that  as  prices  and  the  volume  of  currency 
in  circulation  have  increased  pari  passu  our  high  costs  of  living  are 
due  to  curreicy  inflation,-^to  an  excessive  number  of  ddlars,  and  the 
remedy  th^  propose  is  immediate  and  systematic  contraction.  Others 
concede  that  our  currency  is  not  mere  fiat  money,  issued  at  will  by 
the  Government  to  defray  its  expenses,  with  no  provision  for  redemp- 
tion, but  is  redeemable  in  gold  at  pleasure  of  the  holder,  and  as  its 
principal  constituent,  the  Federal  reserve  note,  is  issued  only  in  ex- 
change fcM*  gold,  dollar  for  dollar,  or  upon  pledge  of  eligible  paper, 
the  result  of  a  legitimate  credit  transaction,  in  which  case  a  gold 
reserve  of  not  less  than  forty  per  cent  is  required  for  all  notes  out- 
standing, the  trouble  is  due  not  to  currenpy  inflation,  but  to  credit 
expansioiL 

Those  holding  this  view  are  more  neariy  correct,  but  credit  expan- 
sion did  not  create  the  world-wide  demand  for  goods  and  serricss^ 
but  was  a  necessary  factor  in  enabling  the  demand  to  be  satisfied. 
The  HAmftiwi  was  of  an  unusual  character;   it  was  a  demand  from 
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governments  whose  very  existence  was  at  stake;  it  was  an  urgent  and 
insistent  demand  with  quick  deliveiy  as  the  cttential  condition,  and 
price  a  minor  and  inconsequential  condition.  During  the  yean  1916 
and  1916  the  allied  powers  of  the  Entente  had  no  coordinated  pur- 
chasing agency,  and  they  competed  sharply  for  the  goods  we  sold 
them.  During  this  period  they  sent  us,  in  pasrment  of  purchases, 
about  $1,200,000,000  of  gdd,  which  increased  our  stock  of  the  metal 
to  more  than  three  billion  dollars  and  added  greatly  to  the  foundati<m 
for  our  own  credit  expansion  after  we  entered  the  war.  Histoiy  records 
no  more  remarkable  achievement  than  that  of  the  United  States,  not 
a  great  military  power,  and  with  a  navy  ranking,  at  the  beginning, 
no  higher  than  third,  and  with  only  a  shadow  of  a  merdiant  marine, 
in  equipping  and  sending  over-eeas  an  army  of  more  than  two  milli<m 
men,  and  in  bringing  that  army  of  untrained  recruits  to  such  a  degree 
of  dficienoy  that  in  less  than  eighteen  months  from  the  date  of  the 
first  draft,  it  was  able  to  do  a  great  part  in  striking  those  heavy  blows 
that  brought  Germany  to  her  knees.  In  accomplishing  this  our  Gov- 
ernment had  no  time  for  bargaining  or  haggling;  goods  and  services 
were  needed,  and  time,  rather  than  price,  was  the  essence  of  contracts 
for  material  and  supplies.  Not  only  were  the  demands  of  our  Gov- 
ernment for  its  own  account  far  heavier  than  any  layman  had  ever 
conceived  of,  but  those  of  the  governments  with  which  we  were  asso- 
ciated became  heavier  than  ever,  for  as  their  own  resources  and  credit 
became  depleted,  they  were  obliged  to  increase  their  purchases  in  this 
country,  availing  themselves  of  the  credits  aggregating  $10,000,000,000, 
granted  by  the  Government  of  the  United  States. 

In  these  circumstances  it  was  inevitable  that  a  tremendous  strain 
was  put  upon  our  productive  capacity,  which  was  stimulated  both 
by  high  prices  and  wages,  and  by  the  fine  spirit  of  patriotism  ifHiich 
pervaded  the  coimtry  during  the  war,  and  v/hictk  ought  not  to  be 
allowed  to  languish  now,  for  the  war  is  over  in  a  military  sense  alone, 
and  its  resultant  problems  of  readjustment  and  reconstruction  are 
confronting  us. 

These  demands  had  been  foreseen,  and  in  great  part  had  actually 
arisen  before  the  declaration  of  war  on  April  6,  1917. 

Our  credit  expansion  in  this  countiy  is  due  to  government  purchases, 
and  to  the  Government  borrowings— the  only  alternative  to  loans  being 
100%  taxation  to  meet  war  expenses. 

The  interest  bearing  obligations  of  the  Government  outstanding 
at  the  time  of  its  entrance  into  the  war  amounted  to  about  $1,100,000,000, 
and  since  that  time  the  net  increase  has  been  about  $24,600,000,000, 
in  which  is  included  the  sums  loaned  to  the  allies.  This  takes  into 
account  all  the  Liberty  bonds,  the  Victory  notes,  and  outstanding 
treasury  certificates. 
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These  obligations  have  not  been  issued,  nor  were  the  various  liber^ 
loan  campaigns  engaged  in,  for  the  piirpose  of  boosting  wages  and 
prices.  These  obligations  are  in  existence  because  their  proceeds  were 
needed  to  purchase  supplies  and  to  pay  for  services  necessary  in 
winning  the  war.  Many  of  them  are  in  the  banks  as  collateral  to 
loans  made  to  subscribers  unable  to  pay  all  cash  out  of  accumulated 
aavingB  but  who  expected  to  liquidate  gradually  out  of  current  Ai^rning^ 
and  profits.  About  one  and  three-<iuarter  billion  dollars'  worth  of 
them  are  held  by  the  Federal  reserve  banks  as  collateral  to  paper 
rediscounted  by  member  banks.  This  may  give  the  statements  of  the 
Federal  reserve  banks  a  credit  expanded  look  as  compared  with  the 
pre-war  statements,  but  all  the  circumstances  considered,  the  expansion 
is  necessary  and  in  view  of  the  combined  reserves  of  more  than  50 
per  cent  in  gold,  not  dangerous.  The  Government  is  retiring  its 
bonded  indebtedness  at  the  rate  of  nearly  |750/)00/)00  a  year,  and 
private  investors  and  subscribers,  still  indebted  to  banks  aa  bonds 
would  help  reduce  the  vdume  of  credits  by  making  their  installment 
payments  regularly. 

Whether  or  not  credit  expansion  is  dangerous  and  harmful,  depends 
not  only  upon  the  gdd  reserves  supporting  the  credits,  but  upon 
the  character  and  purpose  of  the  credit.  Drastic  contrition  of  credit 
undertaken  merely  for  the  purpose  of  giving  the  dollar  its  former 
purdiasing  power,  wodd  bring  about  reduced  production,  unemploy- 
ment and  wide-spread  disaster. 

What  is  needed  is  the  restoration  of  a  projler  balance  between  the 
volume  of  credit  and  the  volume  of  goods.  Because  of  the  war 
financing  of  the  Government  it  is  not  practicable  to  reduce  the  volume 
of  credit  except  gradually,  and  the  best  and  probably  the  only  remedy 
for  the  present  unrest  is  to  increase  the  volume  of  goods,  and  the 
facilities  for  their  distribution.  Shorter  hours  and  higher  wages  do 
not  tend  to  increase  production,  but  rather  the  reverse,  and  strikes 
and  walkouts  are  doubly  harmful  in  that  they  stop  production  without 
materially  reducing  consumption.  If  there  could  be  an  industrial  truce 
in  this  country  and  all  over  the  world,  for  six  months,  more  could 
be  accomplished  in  the  adjustment  of  prices  and  in  bringing  about 
better  living  conditions  for  all,  than  can  ever  be  done  by  agitation 
and  strife. 

There  are  some  who  fear  that  there  may  be  over-production,  and 
who  dread  the  effects  of  such  a  reversal  of  the  situation.  These  evi- 
dently do  not  take  into  proper  account  the  great  destruction  brought 
about  by  the  war,  and  the  urgent  need  for  fuel,  machinery,  metals, 
lumber,  textiles,  hides  and  leather,  rubber  and  food  stuffs,  throughout 
Europe.  But  because  of  the  inability  of  many  European  countries 
to  settle  balances  in  gold  or  by  the  shipment  of  goods,  a  condition 
reflected  by  the  heavy  discounts  prevailing  in  the  rates  of  exchange 
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on  most  of  these  countries,  the  translation  of  this  phsrsical  need  into 
an  economic  demand,  will  depend  upon  the  credit  facilities  granted  l^ 
the  governments  or  private  financial  institutions  of  the  exporting 
countries.  The  articles  for  which  Europe  has  the  greatest  need  include 
many  of  which  this  country  produces  normally  an  exportable  surplus. 

It  is  important  to  us  that  Europe  gets  the  things  so  neoenary  to 
the  life  and  comfort  of  her  peoples,  for  the  restoration  of  a  nohnal 
capacity  for  production,  and  for  her  economic  and  financial  rehabilita- 
tion. Let  us  not  forget  that  a  Bolshevist  Europe  means  danger  and 
constant  trouble  for  America,  for  modem  methods  of  communication 
have  made  us  dose  neighbors  to  the  rest  of  the  world. 

The  maintenance  and  development  of  our  export  trade  along  proper 
lines  is  important  in  order  to  give  us  an  outlet  for  the  surplus  products 
for  which  we  have  the  capacity  when  labor  is  fuUy  employed. 

As  a  war  measure  our  Qovemment  has  loaned  to  other  governments 
practically  the  entire  amount  of  the  $10,000,000,000  authorised  by  Con- 
gress. The  fact  is  unquestioned  that  Europe  needs  additional  credits 
in  this  country  in  order  to  procure  the  things  she  requires  and  ^idiich 
we  wish  to  sell  her.  It  is  impossible,  however,  to  state  with  any 
approach  to  accuracy  the  amount  needed.  Estimates  vary'  from  <»e 
to  five  billions  of  dollars. 

There  is  no  indication  of  any  disposition  on  the  part  of  Congress 
to  provide  for  further  credits  by  our  Qovemment,  some  of  the  ob- 
jections m&de  being  that  a  policy  adopted  in  a  war  emergency  should 
not  be  continued  as  a  peace  policy;  that  such  a  further  extension  of 
credit  would  be  an  export  subsidy  and  would  be  used  in  part  in  send- 
ing to  Europe  non-essentials  and  luxuries;  that  such  a  subsidy  for 
the  benefit  of  a  class  would  make  it  difficult  to  refuse  Government 
aid  to  other  dasses;  that  higher  taxes  are  undesirable,  and  that  new 
bond  issues  would  have  an  unfortunate  effect  and  would  retard  the 
readjustment  of  our  credit  stmcture  upon  a  normal,  commercial  basis. 
In  the  absence,  therefore,  of  any  definite  indications  that  there  will 
be  further  Government  credits  to  aid  our  export  trade,  it  is  best  to 
rely  upon  private  enterprise  and  resources  and  consideration  should 
be  given  to  the  possibility  of  meeting  the  requirements  of  the 
situation  without  Government  aid  except  such  as  can  be  given  throu^ 
the  War  Finance  Corporation,  which  is  authorised,  during  a  period 
of  twelve  months,  after  a  formal  proclamation  of  peace,  to  extend 
credits  in  aid  of  export  transactions,  to  run  not  longer  than  five  yean, 
and  in  the  aggregate  amount  not  to  exceed  one  billion  dollars. 

World  banking  in  its  broader  sense  is  new  to  America.  We  have 
had,  of  course,  international  banking  houses  for  many  years,  but  their 
activities  have  been  directed  usually  to  placing  American  loans  and 
securities  in  Europe.  Our  large  banks  have  bought  bills  of  exchange 
drawn  against  documents,  and  have  sold  in  eariy  summer  their  finance 
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bills  in  anticipation  of  grain  and  cotton  bills  available  in  the  falL 
Of  recent  years  they  have  been  accepting  in  transactions  involving  the 
exportation  or  importation  of  goods,  and  they  have  been  feeling  their 
way  cautiously  in  underwriting  credits  based  upon  the  obligations  of 
a  consortium  of  foreign  banks,  sometimes  with,  and  sometimes  without 
definite  guarantees  of  foreign  governments. 

One  very  large  national  bank  has  numerous  branches  abroad  and 
there  are  several  corporations  doing  a  foreign  banking  business  in 
which,  under  the  provisions  of  section  twenty-five,  of  the  Federal 
Resenre  Act,  national  banks  are  permitted  to  hold  stock,  to  the  extent 
of  ten  per  cent  of  their  capital  and  surplus,  which  must  not  be  less 
than  one  million  dollars.  These  institutions,  however,  confine  their 
operations  to  short-time  credits,  represented  by  bills  of  exchange, 
which  are  sometimes  drawn  under  agreement  to  renew  for  periods,  as 
a  rule,  not  longer  than  one  year. 

In  order  to  encourage  the  organisation  of  credit  companies  to  aid 
in  financing  exports.  Congress  has  recently  enacted  a  law  which  author- 
ises .any  national  bank  regardless  of  sise  to  invest  up  to  five  per  cent 
of  its  capital  and  surplus  (provided  it  has  not  ahready  invested  ten 
per  cent  of  its  capital  and  surplus  in  a  foreign  banking  corporation) 
in  stock  of  companies  OTganised  for  the  purpose  of  engaging  in  such 
financial  operstimis  as  may  be  necessary  to  promote  exports  of  ''goods, 
wares  and  merchandise  from  the  United  States  or  any  of  its  depend- 
endes."  This  law  is  intended  to  encourage  the  organisation  of  cor- 
pocatioDS  interested  in  the  export  of  particular  products  or  groups  of 
products. 

The  Edge  Bill,  which  has  passed  the  Senate,  and  is  now  being  con^ 
ndered  by  the  House  Committee  on  Banking  and  Currency,  provides 
for  Federal  incorporation  under  liberal,  but  clearly  defined  powers,  of 
banks  and  corporations  doing  principally  a  foreign  banking  businesiy 
or  engaged  in  financing  export  transactions.  Such  corporations  will  be 
lubject  to  the  supervision  of  the  Federal  Reserve  Board,  and  will  be 
permitted  to  offer  for  sale  their  own  obligations  specifically  secured 
by  notes,  bonds  or  other  evidences  of  debt  acquired  in  their  foreign 
transactions.  As  American  banking  houses  have  had  comparatively 
little  experience  in  making  investments  or  in  granting  long  credits 
abroad,  it  will  be  necessaiy  to  develop  the  machinery  required  for 
conducting  this  business  at  a  minimimi  of  risk.  England  herself,  a 
past  master  in  the  business  of  world  banking,  recognises  the  necessity 
for  devising  means  of  reducing  and  distributing  the  risks  connected 
with  exporting  goods  to  disorganised  countries,  and  the  tentative  plan 
of  the  British  Board  of  Trade  is  attracting  much  attention. 

This  is  for  the  piupose  of  canying  out  the  plan  announced  by  the 
Prime  Minister  in  his  notable  speech  in  the  House  of  Commons  on 
August  18.   It  is  stated  that  these  credits  will  be  based  on  bills  drawn 
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in  Great  Britain  by  the  seller  or  shipper  of  the  goods  and  accepted 
by  the  buyer  and  will  be  subject  either  ''(a)  to  the  deposit  with  an 
approved  bank  in  the  country  of  purchase  of  currency  to  an  amoimt 
required  by  the  office,  or  (b)  to  a  guaranty  of  eurren<^  of  a  required 
amount  by  an  approved  bank,  or  (c)  to  arrangements  for  the  handing 
over  of  produce  of  the  bu3ring  country,  or  (d)  to  the  deposit  of  securi- 
ties with  the  approved  bank  or  the  office  under  the  scheme. 

'^The  office  will  fix  periodically  the  amoimt  of  curren<^  required  to 
be  deposited  per  100  pounds  sterling,  and  will  have  power  to  vaiy 
its  charges  according  to  the  nature  of  each  transaction.  The  credits 
will  continue  for  such  period  as  the  office  may  determine  in  each  case, 
having  regard  to  the  economic  prospects  of  the  country  concerned 
and  the  character  of  the  business,  but  the  maTJmum  period  will  be 
three  years.  The  charges  for  each  period  of  six  months  will  be  on 
a  rising  scale  in  order  to  induce  early  liquidation. 

''The  office  will  be  entitled  (a)  to  take  over  and  liquidate  collateral 
pledges,  (b)  to  have  recourse  against  the  acceptor  of  the  bill  for  any 
deficiency,  and  (c)  to  have  recourse  against  the  guarantor. 

"The  credits  furnished  will  not  as  a  rule  exceed  eighty  per  cent  of 
the  prime  cost  of  the  goods  sold,  plus  freight  and  insurance  (including 
the  charge  made  by  the  office).  In  special  oases,  however,  at  the  dis- 
cretion of  the  executive,  the  amount  may  be  increased,  but  in  no 
ease  will  it  exceed  the  prime  cost  plus  frei^t  and  insurance  (includ- 
ing the  charge  made  by  the  office).  If  the  proceeds  of  the  bill  are 
less  than  the  prime  cost  plus  freight  plus  insurance  (including  the 
charge  made  by  the  office),  the  loss  represented  by  the  difference 
will  be  divided  between  the  office  and  the  drawer  of  the  bill  in  the 
proportion  of  four-fifths  to  one-fifth. 

"Business  will  be  taken  only  through  banks  and  on  the  reports  of 
banks  and  the  aggregate  amount  of  credit  to  be  granted  will  not 
exceed  26,000,000  pounds  ($126,529,000  at  normal  exchange). 

The  areas  and  classes  of  goods  to  which  the  scheme  relates  will 
be  settled  from  time  to  time  by  the  (]k>vemment  but  credits  will  not 
be  furnished  either  for  the  export  of  raw  material  or  for  the  sale  of 
stock  held  by  government  departments.'' 

In  financing  our  own  export  transactions,  we  will  have  a  wide  choice. 
There  is  no  doubt  that  ample  security  is  available  in  the  oountries 
with  which  we  would  be  most  likely  to  deal.  The  large  debts  of 
European  countries  are  for  the  most  part,  internal,  and  while  the 
war  has  made  serious  inroads  upon  liquid  wealth,  the  fixed  wealth — 
the  lands  and  buildings— are  untouched  except  in  the  devastated  areas, 
which  form  only  a  small  part  of  the  whole.  What  Europe  can  do 
when  she  settles  down  to  woric  has  been  exemplified  by  Ene^d's 
achievements  in  commerce  and  colonisation,  by  the  great  strides  made 
by  Ctermany  up  to  1914  in  manufacturing,  shipping  and  trade  control, 
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and  by  the  marveloufl  recovery  of  France  after  her  debacle  in  1871. 
Thrusting  the  communists  aside,  she  went  to  work,  paid  the  last 
centime  of  her  indemnity  to  Germany  long  before  maturity,  and  in 
five  years  was  more  prosperous  than  ever.  We  can  not  doubt  that 
what  a  defeated  nation  has  done  a  victorious  nation  can  do  again. 

Pbbbident  Maddox:  The  next  speech  on  our  program, 
gentlemen,  is  by  one  who  is  well  known  to  the  bankers  of  this 
country.  You  remember  in  August,  1913,  after  the  pending 
banking  bill  had  passed  the  House  there  was  a  meeting  of 
the  bankers  of  the  United  States  held  to  consider  that  measure 
in  Congress,  held  in  the  city  of  Chicago.  After  considering 
that  bill  at  that  time  the  bankers  suggested  a  few  changes 
in  the  measure  and  a  conunittee  was  appointed  to  go  down  to 
Washington  and  appear  before  the  Banking  and  Currency 
Committee  of  the  Senate.  I  believe  it  was  the  first  conunittee 
that  had  appeared  before  Congress,  as  I  do  not  think  the 
House  Conmiittee  had  hearings.  I  happened  to  be  a  member 
of  that  conmiittee.  Another  member  of  that  committee  I  see 
upon  the  stage,  a  distinguished  fellow-citizen  of  St.  Louis,  Mr. 
Festus  J.  Wade.  The  chairman  of  that  committee  was  the 
speaker  about  to  be  introduced. 

I  well  rem^nber  that  our  committee  appeared  before  the 
Banking  and  Currency  Committee  on  Monday  morning.  We 
only  expected  to  be  there  a  little  'while,  appreciating  the 
opportunity  of  appearing  at  all.  The  Banking  and  Currency 
Committee  was  so  courteous  to  our  committee  and  so  anxious 
to  have  our  views  and  receive  the  cooperation  of  all  those 
who  were  interested  in  that  measure  that  the  committee  sat 
with  the  Banking  and  Currency  Committee  from  Monday 
imtil  Friday  every  day  during  all  those  deliberations.  We 
were  especially  appreciative  of  the  courtesy  and  consideration 
given  to  our  committee  by  the  chairman  of  that  conmiittee 
whose  splendid  services  as  chairman  of  the  Banking  and 
Currency  Committee  enabled  him  and  his  committee  to  fashion 
out  a  banking  bill  which  has  proved  to  be  the  superior  of 
any  in  the  world,  a  man  who  is  a  practical  banker,  a  splendid 
business  man  himself,  a  statesman  of  a  high  order,  honored 
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not  only  by  the  middle-west  but  by  the  people  throughout  the 
United  States.  I  take  pleasure  in  introducing  to  you  Hon. 
Robert  L.  Owen  of  the  United  States  Senate. 

STABILITY  IN  COMMERCE  AND  GOVERNMENT 
Senator  Robebt  L.  Owen 

Stability  in  industry  and  commerce  and  in  government  ia  vital  to 
the  happiness  of  maoJund. 

Today  we  witness  some  of  the  evils  of  instability  in  production, 
distribution,  and  the  purchasing  power  of  the  dollar,  the  effects  of 
which  appear  in  the  high  cost  of  living,  imder  which  the  world  groans, 
bitterly  complains,  and  threatens  the  stability  of  government  through- 
out the  world.  When  the  normal  income  does  not  suffice  to  give  food, 
clothing,  and  shelter,  and  the  necessities  of  life  and  reasonable  liberty, 
men  first  grow  impatient,  then  indignant,  and  this  indignation  may 
rise  by  degrees  to  insensate  fury,  the  destruction  of  government,  of 
life,  and  property,  and  of  those  productive  processes  vital  to  remedy 
the  veiy  evil  complained  of. 

The  Government  of  the  United  States  is  controlled  by  public  opinion 
in  large  degree,  and  the  members  of  your  association  touching  every 
business  enterprise  throughout  the  United  States,  and  every  depositor 
and  agency  of  production  and  distribution,  are  capable  of  directing 
public  opinion  along  safe  lines  that  will  establish  stability  instead 
of  instability. 

In  February,  1908,  in  discussing  the  principles  which  should  control 
the  banking  system  and  prevent  financial  panic,  I  emphasised  then, 
as  I  do  now,  the  extreme  importance  of  stability.  One  of  the  great 
causes  of  instability  of  the  past  were  periodic  panics  in  the  financial 
world.  This  evil  has  been  remedied  by  the  combined  wisdom  of  the 
country,  by  the  Federal  reserve  act,  which  I  had  the  honor  to  engineer 
through  the  United  States  Senate,  with  the  aid  of  many  men.  I  wish 
to  point  out  to  you  certain  elements  which  have  contributed  to  the 
present  high  cost  of  living,  a  condition  of  very  grave  instability  and 
menace,  with  some  suggestions  which  I  trust  may  prove  useful  if  they 
meet  with  the  approval  of  the  country  and  your  active  support. 

The  chief  factors  entering  into  the  high  cost  of  living  are:  1,  gold 
expansion  in  America;  2,  Federal  reserve  note  expansion;  3,  credit 
expansion,  United  States  Government  bonds,  certificates  of  indebted- 
ness, Treasury  notes,  deposits,  and  loans;  4,  extraordinary  prices 
paid  for  material  and  labor  by  munition  makers,  by  the  Army,  by 
the  Shipping  Board,  and  other  governmental  agencies,  under  the 
urgency  of  war;  6,  the  dislocation  of  peace  industry  during  the  war 
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and  diminwhing  production  in  such  industries;  6,  destruction  of  sh^H 
ping  by  the  submarines  and  greatly  impaired  transportation  facilities 
and  equipment;  7,  extraordinary  European  demands  and  cessation  of 
peaceful  production;  8,  unrest  of  labor  because  of  the  high  cost  of 
living,  strikes,  improductiveness  because  of  discontent;  9,  hesitation  of 
capital  because  of  unstable  conditions;  10,  interruption  of  exports 
because  of  inadequate  support  of  European  exchange  and  lack  of  credits 
to  finance  European  construction;  11,  excess-profits  tax  and  heavy  war 
taxee  passed  by  manuf actiu-ers  and  merchants  and  business  men  di- 
rectly on  to  the  products  of  commerce  to  the  ccHioumer,  raising  the 
prices  of  all  products,  compelling  labor  to  demand  larger  wages  in 
order  to  live,  and  establishing  a  vicious  circle  affecting  the  great  rail- 
way properties  and  all  industrials  and  all  merchandise;  12,  the  exaction 
of  monopolies,  restricting  production,  and  restraining  trade  and  fixing 
unfair  profits.  These  monopolies  existed  before  the  war,  and  have 
grown  worse  during  the  war  because  of  the  other  factors  heretofore 
recited;  13,  and  finally  local  profiteering,  under  which  first  necessity 
and  then  greed  has  influenced  very  many  middlemen  to  take  ad- 
vantage of  unstable  conditions  to  charge  extortionate  prices;  14,  violent 
rising  prices  have  led  to  enormous  waste,  extravagance,  and  reck- 
lessness of  expenditure  by  those  who  have  profited,  setting  a  false 
standard  and  an  impossible  standard  for  those  who  have  not  profited 
but  have  suffered  by  these  conditions. 

The  effect  of  all  these  things  has  caused  a  feeling  of  violent  unrest 
with  some  of  those  who  have  suffered,  and  a  false  leadership  has  arisen, 
advising  the  overthrow  of  the  existing  order,  because  those  charged 
with  duty  of  government  do  not  afford  adequate  relief  and  offer  no 
satisfactory  solution. 

I  wish  to  offer  you  some  suggesticHis  that  will  tend  to  give  stability, 
in  the  hope  that  some  of  the  suggestions  may  be  found  of  use  and 
put  into  actual  practice.    Words  without  action  are  empty  and  vain. 

teND  QoLD  Abroad 
In  exchange  for  our  commodity  excess  shipments  we  have  gained 
deven  himdred  million  dollars  of  gold.  This  has  expanded  our  cur- 
rency and  diminished  its  purchasing  power  and  caused  a  rise  in  prices. 
The  metallic  gold  is  l3ring  in  our  vaults  serving  no  adequate  purpose, 
i^iile  European  currency,  violently  inflated,  needs  deflation  and  addi- 
tional gold  reserves.  We  could  profitably  lend  a  thousand  million 
dollars  of  gc^d  to  other  nations  without  deflating  American  currency, 
because  under  the  Federal  reserve  act  commodity  bills  based  on  ware- 
house receipts  and  goods  in  transit  can  take  the  place  of  gold  which 
we  hold  in  excess  and  which  will  flow  back  to  our  coimtry  unavoidably 
unless  we  permit  the  people  of  Europe  to  repay  us  in  commodities  the 
ten  billions  we  have  loaned  them,  a^  on  which  we  will  receive  over 
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five  hundred  millions  annually  in  interest.  We  need  have  no  fear  in 
loaning  money  to  Europe  on  proper  security.  Neither  Europe  nor 
the  world  is  bankrupt  because  of  the  World  War.  The  world  has 
only  suffered  to  the  extent  of  the  net  destruction  of  property.  The 
energies  of  the  war  have  created  a  very  large  offset  to  the  destructicm 
of  property.  The  war  debits  are  held  as  offset  credits  by  citixens  of  the 
world,  and  these  war  debts  must  not  be  regarded  as  a  destruction  of 
the  productive  powers  of  mankind.  If  the  United  States  issued  twenty- 
five  billions  of  bonds,  and  these  bonds  are  held  by  citisens  of  the 
United  States,  it  is  merely  a  question  of  distribution,  and  the  values 
of  the  United  States  and  its  productive  power  Is  not  diminished;  on 
the  contrary,  it  has  been  greatly  increased  by  the  war.  The  same 
is  true  of  France  and  of  Italy  and  of  Belgium. 

Maintain  Fdcbd  Feb  Capita  Cibculation 

The  Federal  Reserve  Board  by  exercising  its  powers  could  stabilise 
the  per  capita  circulation  of  the  United  States  at  a  fixed  amount  per 
capita,  and  this  policy  ought  to  be  adopted  as  a  means  of  preventing 
instability  due  to  a  fluctuation  in  the  amount  of  ciurency. 

The  per  capita  circulation  of  money  in  the  United  States  in  1890  was 
$22.82;  in  1900,  $26.93;  in  1910,  $34.33,  due  to  the  inflation  of  the 
national  bank  currency  against  the  2  per  cent  bonds  offered  as  a 
remedy  in  1900  to  confound  the  free-silver  advocates.  In  1914  it  was 
$34.36  per  capita.  In  1918  it  was  $50.81,  due  to  an  expansion  of  $11 
gold  per  capita  and  about  $5  of  Federal  reserve  notes  issued  to  accom- 
modate the  actual  daily  demands  of  commerce.  The  high  cost  of 
living  and  the  doubling  of  prices  required  more  currency,  and  the 
reserve  notes  accommodated  this  demand,  but  being  subject  to  daily 
liquidation  could  not  be  justly  regarded  as  inflation. 

In  fact,  the  Federal  Reserve  Board  points  out  that  the  actual  per 
capita  circulation  outside  the  United  States  Treasury  and  the  Federal 
Reserve  System  is  only  $45.56,  which  corresponds  with  the  circulation 
of  1914  plus  $11  of  gold  per  capita  increase.  It  is  of  great  importance 
that  the  per  capita  circulation  should  be  kept  stable.  The  ruinous 
effects  of  inflation  are  shown  in  Europe. 

Effect  of  Credit  Expansion  on  Pbices 

Credit  expansion  and  the  issuance  of  Government  bonds  and  certi- 
ficates was  imavoidable  during  the  war,  and  was  required  by  the 
tremendous  energies  created  by  war.  But  these  credits  while  less 
mobile  than  currency  are  nevertheless  transferable  and  are  a  means 
by  which  currency  is  more  readily  accessible,  and  it  has  the  effect  of 
modifying  to  some  extent  the  purchasing  power  of  money.  The  condi- 
tions would  be  more  stable  if  these  bonds  were  issued  payable  in  60 
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yean  with  the  right  of  the  Qovemment  from  time  to  time  to  take 
things  up,  as  interest  rates  will  fall  when  stability  is  established 
throughout  the  world 

Bank  deposits  and  loans  were  greatly  stimulated  by  the  war  because 
oommodities  of  all  kinds  were  salable  at  high  prices  and  conrerted 
into  current  credits,  and  the  extraordinary  activities  of  the  war  resulted 
in  corresponding  loans,  all  of  which  c<mtributed  to  making  monef 
more  readily  accessible,  and  therefore  of  less  purchasing  power  in  rela- 
tion to  commodities  and  in  relation  to  human  labor.  These  facton 
diould  slowly  adjust  themselves  as  cost  factors  by  increase  of  pro- 
duction and  improved  distributive  processes. 

PBODUCnON   AND   DlBTBIBXTTION 

Now  that  the  urgency  of  war  has  passed,  prices  should  adjust  them- 
selves to  the  processes  of  reconstruction.  Industry  can  now  adjust 
itself  to  the  conditions  of  peace  and  should  steadily  increase  production 
and  improve  distribution.  The  world  is  rapidly  replacing  the  ships 
destn^ed  by  war.  The  millions  of  European  men  and  women  hereto- 
fore engaged  in  war  and  war  activities  are  now  available  for  peace. 

Increased  production  and  better  and  more  economical  distributioa 
and  waste  avoidance  are  the  chief  remedies  for  the  high  cost  of  living; 
and  to  accomplish  this  the  banks  of  the  United  States  should  en- 
courage production  by  extending  credits  preferentially  for  productive 
processes,  for  improved  warehousing,  lending  against  warehouse  receipts, 
and  using  their  good  offices  and  friendly  counsel  to  stimiilate  produc- 
tion and  improved  distribution.  The  encouragement  of  com  dubs 
and  other  agricultural  dubs,  encouraging  boys  and  girls  to  make  money 
out  of  raising  pigs,  chickens,  and  so  forth;  improving  gardens,  while 
apparently  small  matters  are  of  great  national  consequence,  and  the 
country  bankers  have  done  fine  woric  along  these  lines.  Devdoping 
water  power  and  the  use  of  the  current  for  industrial  purposes  are 
productive  processes  of  the  highest  order.  The  building  of  hard- 
surfaced  roads  and  the  use  of  motor  trucks  facilitate  distribution. 
There  should  be  organised  standard  systems  of  distribution  by  im- 
proved marketing  methods  under  Government  charter  and  supervision. 

Labob,  Managbmbnt,  and  Capital 

Labor  is  both  manual  and  mental,  and  is  entitled  to  full  considera- 
tion. 

The  unrest  of  labor,  due  to  the  war  condition,  to  the  extraordinary 
prices  during  war  times,  the  reports  of  extraordinary  profits  during 
the  war  by  the  employers  of  labor,  and  the  high  cost  of  living  should 
be  met  l^  encouraging  a  frank  and  free  discussion  and  arranging 
methods  by  which  labor  will  participate  in  what  it  produces  above  a 
bare  wage.    The  employee  should  not  be  regarded  merdy  as  a  money- 
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making  machine,  but  altogether  as  a  human  being  entitled  of  right 
to  life,  liberty,  happiness,  and  a  reasonable  participation  in  the  profits 
arising  from  his  labor.  This  policy  is  adyiiukble  for  the  sake  both  of 
the  employer  and  the  employee.  When  the  woi^man  feels  that  he 
is  working  both  for  himself  and  his  employer  he  will  not  indulge  in 
sabotage,  the  killing  of  time,  or  in  waste  and  neglect.  Labor,  manage- 
ment, and  capital  must  work  together  on  the  principle  of  senrioe  to 
all  mankind,  along  lines  of  cooperation  in  a  spirit  of  friendship,  mutual 
Q3rmpathy,  and  support.  It  will  not  do  in  a  democracy  to  rely  merely 
on  the  powers  of  government  and  to  demand  brute  force  to  control 
human  unrest.  That  remedy  may  become  a  two-edged  sword  peculiarly 
dangerous  to  capital. 

The  doctrine  of  arbitrary  force  should  not  be  seriously  entertained 
by  thinking  men  after  the  lessons  of  this  war.  The  world  is  entering 
into  a  new  era  in  which  humanity  and  righteousness  should  walk  hand 
in  hand  in  peace,  protected  by  the  powers  of  the  people. 

Humane  legislation  to  safeguard  and  advance  the  conditions  of 
human  labor  should  be  encouraged  in  Congress,  in  State  legislation,  in 
mimicipalities.  If  labor  should  be  found  seeking  employment  for  any 
reason  the  Govenmient  should  not  hesitate  to  ejcpand  its  activities 
in  road  building,  improving  waterways,  building  water-power  plants 
and  auxiliary  enterprises,  and  employ  labor  to  the  extent  of  absorbing 
unemployed  labor,  and  protect  labor  from  the  forced  and  destructive 
competition  arising  from  involuntary  unemplc^rment. 

Every  productive  activity  in  America  should  be  kept  employed,  and 
concrete  steps  taken  to  accomplish  it.  This  is  the  most  direct  path 
to  overcome  the  high  cost  of  living. 

There  shoidd  be  put  on  a  campaign  in  the  United  States  by  moving 
pictures  and  on  the  forum,  in  the  press,  and  in  the  pulpit  to  teach  men 
the  dignity  and  need  for  honest  labor  and  production  and  the  shame 
of  waste,  the  dishonor  of  willful  extravagance,  and  the  discredit  of 
the  vain  ostentation  of  wealth,  so  that  people  will  come  back  to  the 
virtues  of  our  fathers  and  our  mothers  who  regarded  labor  as  honor- 
able and  waste  as  a  sin.  The  enormous  disproportion  of  wealth  dis- 
tribution in  America  has  led  to  false  standards  of  extravagance  and 
ostentation,  going  far  beyond  the  reasonable  bounds  of  mere  luxury. 

Men  who  create  the  values  sufficient  to  sustain  it  are  entitled  to 
luxury,  if  they  choose  to  have  it,  and  it  is  a  wise  policy  for  the  worid 
to  encourage  acquisition  and  hold  out  the  rewards  of  property  and 
the  protection  of  property  for  those  who  serve  the  world  by  creating 
values.  When  acquisition  passes  far  beyond  the  rewards  that  encourage 
effort,  it  may  become  a  vice  and  nec^  to  be  abated  by  suitable  n- 
straints. 
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ExoBBS-PBonT  Tax 

The  ezcesB-profit  tax  and  some  other  governmental  taxes  add  directly 
to  the  high  cost  of  living,  because  the  manufacturer  adds  his  excess- 
profit  tax  onto  the  price  of  his  product  plus  a  manufacturer's  profit  on 
the  excess  tax.  The  broker  passes  it  along  and  adds  his  profit  on 
the  excess  tax.  The  wholesaler  adds  his  profit  on  the  excess  tax,  and 
the  retailer  adds  his  profit  on  the  excess  tax,  and  the  poor  consumer 
wonders  what  is  the  matter  with  the  world  that  prices  have  risen 
a  hundred  and  twenty-nine  per  cent  since  the  war  began.  It  is  merely 
a  matter  of  ''let  George  do  it,"  and  "George,"  in  tiie  person  of  the 
Bailway  Brotherhood,  comes  in  and  demands  the  right  to  pass  it  on 
to  the  railroads,  and  the  railroads  pass  it  on  to  the  freight  rate  and 
the  passenger  rate  and  let  another  ''George"— the  people— pay  it.  It 
is  a  vicious  circle  which  can  only  be  cured  by  human  labor,  conscienti- 
oody  performed,  by  production,  by  economic  distribution,  by  economy, 
bat  since  the  excess-profits  tax  is  charged  on  the  consumer,  it  should 
be  repealed,  and  the  war  taxes  instead  of  being  collected  to  liqmdate 
the  principal  of  the  war  debt  in  a  few  years  should  be  extended  over 
50  years.  Every  governmental  waste  and  extravagance  and  employ- 
ment of  unproductive  labor  falls  on  the  consumer  and  adds  to  his  high 
cost  of  living.  Therefore,  the  Government  should  be  economically  ad- 
ministered, a  fixed  amount  set  apart  in  a  budget  beyond  which  the 
expenditures  should  not  be  permitted  to  go.  A  householder  who  turns 
his  checkbook  over  to  his  children  need  not  be  surprised  if  his  ex- 
penditures exceed  his  income  where  there  is  no  check  on  improvidence. 
The  Government's  expenditures  should  be  subjected  to  a  constant 
supervisoiy  audit,  expressly  charged  with  the  elimination  of  waste. 

In  lieu  of  the  excess-profits  tax  a  progressive  inheritance  tax  shoidd 
be  employed,  first,  to  meet  the  cost  of  Government,  and,  second,  to 
prevent  by  inheritance  excessive  commercial  and  financial  power  passing 
into  the  hands  of  a  single  individual  to  the  injury  of  his  fellow  men. 

Pbivatb  Monopoubs 

One  of  the  most  important  elements  entering  into  the  high  cost 
of  living  are  the  private  monopolies  which  have  established  control 
over  various  industries  dealing  with  the  necessaries  of  life.  The  danger 
to  the  public  of  imrestrained  private  monopolies  has  long  been 
recognised,  and  decades  ago  an  act  of  Congress  was  passed  to  prevent 
market  domination  and  arbitrary  prices  by  the  Sherman  anti-trust 
law.  The  effect  of  this  act  was  nullified  by  administrative  neglect  and 
failure  of  public  opinion  in  part.  It  was  never  really  enforced,  and 
finally  the  Supreme  Court  nullified  it  by  holding  that  Congress  only 
intended  to  forbid  restraints  of  trade  which  were  "unreasonable." 
Since  there  was  no  standard  of  what  constituted  a  "reasonable"  restraint 
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of  trade,  this  law  is  now  but  little  more  than  a  smoke  screen  behind 
which  private  monopolies  may  exercise  their  powers  without  restraint 
of  law.    It  shoiild  be  frankly  repealed  and  better  laws  substituted. 

Bankers  are  not  permitted  to  charge  over  6  per  cent  under  the  law, 
some  States  permitting  by  contract  a  higher  rate.  The  banker  renders 
the  hi^est  character  of  service,  and  yet,  with  the  approval  of  all 
of  the  world,  he  is  limited  in  his  profits.  I  remind  you  gentlemen 
of  the  banking  profession  that  the  value  of  your  private  fortunes 
has  been  cut  in  two  by  the  high  cost  of  living,  and  that  if  you  were 
worth  a  himdred  thousand  dollars  before  the  war  that  hundred  thou- 
sand dollars  is  only  worth  today  what  fifty  thousand  was  then,  so 
that  you  are  as  much  concerned  in  improving  the  purchasing  power 
of  your  dollar  as  any  other  citizen.  Even  if  you  have  a  private 
monopoly,  it  would  be  better  for  you  that  the  dollars  you  receive  in 
future  should  have  an  increased  purchasing  power,  and  it  is  to  your 
interest  to  favor  stability  and  commercial  justice. 

Many  of  the  monopolies  prevent  production,  and  by  making  the 
things  desired  by  men  somewhat  scarce  they  get  a  higher  price  for 
it  and  a  larger  percentage  of  profit.  They  would  rather  make  a  hun- 
dred per  cent  on  a  fixed  output  than  25  per  cent  on  four  times  that 
output.  They  control  the  trade  and  therefore  competitors  do  not 
enter  the  field,  and,  I  might  add,  dare  not.  This  policy  of  diminished 
production  and  high  percentage  of  profit  is  one  of  the  most  harmful 
forms  of  monopoly  abuse.  The  southern  cotton  growers  were  urged 
to  cut  down  ^e  production  of  cotton  because  11,000,000  bales  are 
worth  more  than  15,000,000  bales  in  a  cotton  crop.  There  is  no  dang^ 
whatever  of  the  farmers  profiting  by  monopoly.  They  are  too  numer- 
ous, and  adequate  cooperation,  therefore,  is  impossible  to  prevent  the 
working  of  the  broad  law  of  competition. 

If  the  high  cost  of  living  is  to  be  controlled,  the  monopolies  and 
interstate  commodities  will  need  to  be  restrained  by  suitable  adminis- 
trative mechanism  authorized  to  require  standard  reports  and  tlie 
limitation  of  profits  to  a  point  that  is  ''reasonable." 

It  will  be  far  better  for  American  monopolies  to  expand  production 
and  limit  percentage  of  profit  and  lower  the  cost  of  living  and  increase 
the  purchasing  power  of  their  own  earnings  and  capital.  Four  times 
the  production  at  25  per  cent  profit  is  better  than  one  production  at 
100  per  cent  profit.  We  must  compete  in  the  world  markets,  and  lower 
cost  is  essential  to  do  this.  If  the  prices  are  not  lowered,  foreign 
countries  will  take  foreign  commerce  and  invade  American  markets  and 
be  welcomed  by  American  consumers.  American  business  men  should 
have  some  vision  and  foresight. 

Under  the  high  cost  of  living  labor  has  become  more  and  more 
discontented.  Unions  are  being  organized  to  include  every  govern- 
mental agency,  even  the  fire  department,  the  police,  and  the  municipal, 
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8tete,  and  Fedend  employees,  and  th^y  make  demands  upon  the 
repreBentatiyes  of  the  people  which  are  not  tlmys  consistent  with  the 
public  interest,  or  the  interest  of  the  great  migority  of  the  people. 
The  average  farmer  does  not  begin  to  receive  as  much  as  a  woricer 
in  the  steel  mills  or  on  the  railways.  The  railway  workers  would 
like  the  farmer  to  receive  less  for  his  products,  if  necessary,  to  reduce 
the  cost  of  his  living.  The  interest  of  one  dass  eonflicts  with  another. 
But  when  groups  representing  special  interests  combine  to  coerce  the 
Government  it  should  be  possible  for  the  Representative  to  defend 
himself  before  the  electorate,  and  his  critics  should  have  the  ri^t 
to  show  his  alleged  unfitness  with  a  ''publicity  pamphlet,"  printed  and 
distributed,  at  public  expense,  to  every  voter. 

All  democracies  are  about  to  be  compelled  to  take  their  choice 
between  the  rule  of  the  majority  and  the  rule  of  the  minority.  The 
rule  of  the  minority  in  Germany  led  to  war.  In  Russia  it  has  led  to 
chaos.  In  the  one  case  it  was  the  rule  of  a  minority  representing  the 
apotheosis  <^  wealth  and  dynastic  pride.  In  Russia  now  it  represents 
the  exact  reverse.  In  both  cases  it  represents  a  gigantic  example  of 
dangerous  instability  of  government. 

The  middle  course  of  honest  majority  rule  carries  out  the  funda- 
mental conception  of  our  fathers  in  establishing  government  in  America 
wheare  the  sovereignty  was  vested  in  the  people  and  not  vested  in  the 
few,  whether  djrnastic  military  leaders,  whether  a  few  great  financial 
and  commercial  captains,  or  the  desperate  Bolsheviki. 

The  overwhelming  majority  of  men  and  women  in  America  believe 
in  God,  in  morality,  in  religion,  in  ethical  conduct,  in  conscience,  in 
justice,  in  mercy. 

Hie  overwhelming  majority  desire  to  acquire  and  protect  property 
rights,  and  are  willing  to  labor  for  it,  and  will  support  property  ri^ts. 
Stability  in  government  requires  the  development,  the  perfection,  the 
mamtenance  of  the  govenmient  of  the  majority,  giving  the  people  the 
ri^t  to  initiate  any  law  they  want,  to  veto  any  law  they  do  not  want 
by  referendum.  The  ''ri^t  of  recall,"  means  to  recall  any  official  who  in 
public  opinion  has  ceased  to  be  desirable  as  a  representative  of  the 
people.  The  laws  should  provide  a  short  ballot,  so  that  the  people 
can  function  in  choosing  a  snudl  number  whose  records  they  may  have 
time  to  study,  and  so  that  the  people  are  not  eonfused  by  the  machine 
politician  who  would  put  up  a  long  list  of  candidates  for  the  very 
purpose  of  confusing  the  people  and  compelling  them  to  rely  on  the 
marhinft  men  to  nominate  ''the  ticket." 

The  laws  should  provide  the  preferential  ballot,  which  automatically 
coheres  the  majority  and  automatically  defeats  the  machine  politicians 
who  are  always  in  a  minority,  exeept  when  by  actual  intent  or  by 
aeoident  th^r  do  rii^t 

The  law  should  provide  a  thorough-going  corrupt-practices  preventi<m 
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act  to  safeguard  the  majority  against  the  corruption  and  fraud  of 
the  minority.  These  processes  will  give  stability  in  government  and 
in  commercial  and  financial  life.  They  will  give  intelligence  to  gov- 
ernment, calling  the  veiy  best  men  to  the  public  service;  will  accom- 
plish  through  tiie  wisdom  of  the  people  the  development  and  protec- 
tion of  human  life;  will  abate  the  high  cost  of  living  and  make  America 
what  it  ought  to  be,  the  leader  in  the  highest  ideals  of  government, 
of  industry,  of  finance,  and  of  hiiman  happiness. 

Mb.  McCullough,  (Indiana) :  Mr.  President,  I  move  that 
a  vote  of  thanks  be  given  Senator  Owen  for  his  brilliant 
address. 

(A  rising  vote  of  thanks  was  given  to  Senator  Owen.) 
Pbesident  Maddox:  The  next  speaker  is  one  who  is  doing 
a  great  work  to  bring  the  republics  of  this  country  closer  to- 
gether. He  has  distinguished  himself  as  a  statesman  in  many 
parts  of  the  world  and  his  diplomatic  dealing  with  other 
countries  has  brought  America  to  the  forefront.  He  is  now 
engaged  in  bringing  about  closer  relations,  socially,  commer- 
cially and  financially  with  our  sister  republics  to  the  south. 
I  take  great  pleasure  in  introducing  to  you  Hon.  John  Barrett 
of  Washington,  Director  General  of  the  Pan-American  Union. 


PAN-AMERICAN  FINANCIAL  AND  COMMERCIAL  RE- 
LATIONS—AMERICA'S GREAT  FUTURE 
OPPORTUNITY 

John  Babbett 

Following  the  masterly  review  of  President  Maddoz,  and  the  eon- 
stnietive  addresses  of  Qovemor  Harding  and  Senator  Owen,  may  I 
say  a  word  concerning  the  magnificent  potentialities  of  Pan-America, 
of  ''All  America/'  where  today,  as  never  before,  the  United  States  is 
becoming  a  master  leader  and  friend. 

For  eighteen  years  I  have  been  associated  officially  with  the  Latin 
American  comitries.  I  have  learned  to  love  them  and  their  peoples, 
as  I  love  my  own  countiy  and  my  own  people;  but  I  am  aware,  as  I 
travel  up  and  down  this  land  addressing  chambers  of  commerce,  boards 
of  trade,  women's  dubs,  imiversities  and  colleges,  that  we  have  only 
just  begun  to  realise  the  overwhelming  potentialities  of  the  southern 
republics.    Let  me  cite  just  a  few  facts  not  generally  appreciated: 
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Inside  of  Brasil,  the  largest  country  of  South  America,  you  could,  so 
to  Bpeak,  place  the  connected  area  of  the  United  States  and  still  have 
room  left  over  for  Missouri.  While  an  average  ocean  steamer  cannot 
safely  go  above  New  Orleans  on  the  Mississippi,  vessels  drawing 
twenty-two  feet  of  water  can  steam  2,200  miles  up  the  Amason.  Rio 
de  Janeiro,  the  capital  of  Brasil,  is  located  upon  the  most  beautiful 
harbor  in  the  worid  with  a  population  of  IfiOOflOO,  Argentina  has 
a  greater  reach  from  north  to  south  in  the  southern  temperate  modb 
than  has  the  United  States  in  the  northern  temperate  sone.  Buenos 
Aires,  its  famous  capital,  has  a  population  of  nearly  2,000,000,  and 
ranks  as  the  first  Spanish-speaking  city  of  the  worid.  It  is  the  second 
Latin  dty,  ranking  after  Paris,  and  divides  third  place  of  American 
cities,  after  New  York  and  Chicago,  with  Philadelphia.  Chile  is  also 
located  largely  in  the  southern  temperate  sone,  and  has  a  greater 
reach  from  north  to  south  than  the  United  States  from  Florida  to 
Maine.  Into  Bolivia,  or  Peru,  or  Columbia  or  Veneiuela  could  be 
placed  the  greater  part  of  France  and  the  German  Empire.  Mexico 
would  cover  nearly  all  of  the  southern  states  of  the  United  States 
from  Texas  to  Nwth  Carolina  with  the  omission  of  Tennessee,  West 
Virginia  and  Virginia;  and  so  I  mi^t  go  on  making  similar 
comparisons. 

The  average  banker,  moreover,  does  not  realise  the  vast  figures  of 
Pan-American  commerce;  he  does  not  grasp  the  fact  that  the  United 
States,  even  before  the  World  War,  was  far  ahead  of  both  Germany 
and  Great  Britain  in  its  trade  with  the  twenty  countries  of  Latin 
America.  The  trade  of  the  United  States  with  its  sister  republics  grew 
from  less  than  $500,000,000  per  annum  fifteen  3rears  ago,  to  neariy 
tXOffJOflOO  in  the  last  fiscal  year,  1013-1014,  before  the  war  broke  out. 
In  the  five  jrears  since  then  it  has  steadily  grown  until  it  has  now 
reached  the  magnificent  total  of  $3/XN),000,000.  This  is  an  increase  al- 
most unprecedented  in  the  history  of  the  commerce  of  the  United 
States  with  any  part  of  the  worid;  but  in  order  to  maintain  it,  American 
manufacturers,  exporters,  importers  and  shipping  men  must  have  the 
bearty  cooperation  and  support  of  American  bankers  and  financial 
leaders. 

Do  you  adc  me  whether  Latin  America  is  friendly  to  the  United 
States  or  not?  If  you  do,  I  reply  by  asking  you,  what  was  the  story  of 
the  war  before  the  United  States  entered  the  strug^ef  Every  one 
of  the  twenty  Latin  American  countries  was  neutral.  When  the 
armistiee  was  signed,  sixteen  of  the  twenty  Latin  American  countries 
had  actually  or  morally  broken  relations  with  the  enemies  of  the 
United  States,  and  eleven  of  these  had  actually  or  morally  declared 
war  on  its  enemies. 

With  these  observations,  I  now  prooeed  to  emphasise  the  fact  that  * 
in  order  that  the  bankers  and  banking  influences  of  the  United  States 
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may  comprehend  the  real  meaning  of  Pan-America  and  Pan-Amerioan- 
ism,  let  us  have  some  definitions  of  significance.  If  we  look  upon 
Pan-America  politically,  it  means  the  twenty-one  republics  that  readi 
from  the  United  States  on  the  north  to  Argentina  and  Chile  on  the 
far  south;  if  we  consider  it  geographically,  it  means  everything  from 
Canada  to  Chile.  Pan-Americanism  means  the  co-operation  of  all  of 
these  countries  for  the  good  of  each  and  all  of  them  and  thereby  for 
the  good  of  all  the  world.  "Pan-Americanism"  and  "Pan-America" 
are  used  as  terms  instead  of  "All-Americamsm"  and  "All-America," 
because  the  prefix  "Pan"  is  common  to  the  Spanish,  Portuguese  and 
English  languages,  whereas  "all"  is  known  only  to  English,  Pan- 
Americanism,  in  its  broad  sense,  in  short,  includes  eversrthing  from 
the  northern  to  the  most  southern  end  of  the  Western  Hemisi^ere. 

Naturally  the  question  arises  as  to  the  scope  and  responsibility  of 
the  Pan-American  Union,  of  ^^ch  I  have  the  honor  to  be  the  executive 
head.  Let  i2S  therefore  realise  what  the  Pan-American  Union  means. 
It  is  the  official  organisation  of  the  twenty-one  independent  American 
republics,  devoted  to  the  development  of  good  understanding,  friendship, 
eonmieroe  and  trade,  and  peace  among  them  all.  It  worics  for  the  good 
of  the  Pan-American  republics,  just  as  a  Chamber  of  Commerce  wotkB 
for  the  good  of  any  particular  city.  It  is  not  antagonistic  to  the  rest 
of  the  world  any  more  than  a  chamber  of  conmieroe  of  a  etty  is  antag- 
America  with  the  rest  of  the  world  for  peace  and  progress,  and  therefore 
onistic  to  other  cities.  It  desires  to  promote  the  cooperation  of  Pan- 
should  meet  the  approval  of  the  rest  of  the  worid. 

The  Pan-American  Union  is  controlled  by  a  Governing  Board,  oooi- 
posed  of  the  Secretary  of  State  of  the  United  States,  and  the  diplomaiio 
representatives  in  Wadiington  of  the  other  American  repubUos.  It 
forms  the  Supreme  Council,  so  to  speak,  of  the  Western  Hemisi^ere 
and  nations,  and  it  meets  the  first  Wednesday  of  every  month,  except 
those  of  the  summer  season,  to  consider  Pan-American  problems.  That 
it  constitutes  a  practical  League  of  Nations  is  evidenced  by  the  fact 
that  since  it  first  met,  there  has  been  no  war  between  any  two  American 
republics,  and  it  has  prevented  many  wars  among  themselves.  The 
Pan-American  Union  is  housed  in  a  beautiful  building  at  the  foot  of 
Seventeenth  Street,  in  Washington,  which  the  greatest  French  architect 
has  described  as  "combining  beauty  of  architecture  and  usefulness  of 
purpose  more  than  any  other  public  building  in  America."  Will  every 
American  banker  realise  that  this  building  is  always  open  to  him  and 
that  this  staff  is  ready  to  give  him  any  information  he  may  desire 
regarding  Pan-American  relations? 

To  the  bankers  of  America,  I  can  say  that  the  future  development  of 
Pan-American  relations,  Pan-American  commerce  and  Pan-American  eo- 
operation  depends  to  a  large  degree  upon  them.  It  is  all  ri^t  to  loan 
money  to  countries  of  Europe  and  Asia,  but  the  countries  of  Latm- 
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America  ahould  be  your  first  condderaticm.  In  the  same  way  that  a 
paroit,  a  lnt>ther  or  a  nster  thinks  of  aiding  the  membera  of  his  own 
family,  the  United  States  bankers  and  financiers  should  think  of  aid- 
ing the  bankers  and  financiers  of  the  sister  republics  of  Latin-Amehca. 
There  may  be  an  attraction  about  Eur(^>e  and  Asia  that  would  lead 
the  hanking  and  financial  interests  of  the  United  States  first  to  these 
countries,  but,  when  it  comes  to  the  vital  interest,  we  should  hare 
first  consideration  of  Central  and  South  America.  When  it  is  re- 
membered that  every  country  of  Latin-America  was  aided  by  the 
United  States  in  establishing  its  independence,  that  every  Latin- 
American  country  wrote  its  declaration  of  independence  and  its  con- 
stitution upon  that  of  the  United  States,  there  is  an  appeal  that  comes 
from  no  European  or  Asiatic  country. 

In  the  same  manner  that  the  central  West  in  its  eariy  development 
demanded  money  and  banking  privileges  from  the  eastern  states  of 
the  United  States,  and  that  the  far  western  states  demanded  similar 
aid  fnm  the  central  west  so,  correspondingly  the  countries  of  Latin- 
America  require  the  money  and  cooperation  of  the  bankers  and 
financters  of  the  United  States,  from  New  York  to  California. 

I  must  be  frank  and  say  that  unless  the  bankers  and  financiers  do 
their  part  in  caring  for  Latin-America,  they  will  be  supplanted  by  the 
moneyed  noen  and  cooperation  of  Europe  and  Asia.  Numerous  Amer- 
ican banking  institutions  have  established  branches  or  agencies  in 
Latin-America,  and  this  must  be  extended  until  the  competition  of 
Europe  and  Asia  is  adequately  met.  The  banking  institutions  of  the 
Atlantic  Coast  have  already  diown  a  most  progressive  spirit  in  estab- 
lidiing  branches  and  agencies  throughout  Latin-America.  The  central 
West  and  Pacific  Coast  must  do  the  same  thing  if  they  would  play 
their  part  in  the  development  of  practical  Pan-Americanism. 

I  indulge  in  no  exaggeration  when  I  say  that  if  the  American  bank- 
ing and  financial  interests  will  invest  in,  or  loan,  a  billion  dollars  to 
Latin-American  governments  and  legitimate  Latin-American  enter- 
prises diuing  the  next  five  years,  they  will  increase  American  com^ 
meroe  a  billion  dollars  in  the  same  period. 

It  is  of  the  highest  importance  that  the  American  bond  buyer  should 
be  educated  to  the  stability  of  Latin-American  bonds  and  investments, 
and  no  step  must  be  neglected  to  educate  the  American  public  to  the 
quatity  of  these  bonds  and  investments.  It  must  be  borne  in  mind 
that  there  have  been  no  instances  of  Pan-American  failure  to  make 
good  in  Pan-American  investments,  and  that  there  has  been  no  serious 
revolution  impairing  United  States  investments  in  Latin-America 
during  the  last  thirty  years,  except  in  one  or  two  countries,  and  in 
these  the  outlook  is  more  optimistic  than  pessimistic. 

In  conclusion,  permit  me  to  make  a  few  suggestions  that  may  appeal 
to  the  Ammcan  Bankers  Association: 
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1.  Let  the  American  Bankers  AsBociation  at  its  Convention  in 
1920  or  1921,  invite  ahead,  in  time  for  their  acceptance,  repre* 
sentative  bankers  of  the  twenty  Latin-American  countries,  to 
attend  and  participate  in  their  sessions,  with  a  special  Pan- 
American  session  which  will  consider  Pan-American  problems  of 
banking  and  finance.  In  other  words,  let  the  next  Convention  of 
this  organisation  be  a  Pan-American  or  international  gathering. 

2.  In  the  meantime,  let  the  bankers,  financiers  and  investors 
of  the  United  States  make  every  effort  to  visit  the  Latin-American 
countries,  study  their  material,  political,  financial  and  general 
conditions,  and  in  turn,  let  the  bankers,  financiers  and  others  of 
Latin-America  visit  the  United  States  for  corresponding  informa- 
tion. 

3.  Let  every  North  American  banker  or  investor,  provided  he 
cannot  go  to  Latin-America,  study  the  history,  the  past  and  pres- 
ent condition  and  the  future  possibilities  of  the  Latin-American 
countries,  and  realise  the  importance  of  the  co-operation  of  the 
United  States  and  Latin-Am^ican  countries  for  the  good  of  them- 
selves and  the  good  of  the  world. 

Pbbsident  Maddox:  I  have  just  received  a  letter  from 
General  Pershing  that  I  will  read  for  the  information  of  the 
Convention. 

"My  Dear  Mr.  Maddox: — I  received  your  wireless  sent 
through  General  Dawes,  inviting  me  to  address  the  conven- 
tion of  the  American  Bankers  Association  at  St.  Louis.  I 
appreciate  the  pleasure  that  I  would  have  derived  from  this 
meeting  with  the  bankers  of  America  who  have  so  patriotically 
and  loyally  stood  behind  the  Government  financially  and 
otherwise,  but  I  find  that  many  official  matters  have  been 
held  up  awaiting  my  return.  I  thank  you  most  sincerely  for 
your  cordial  invitation  and  regret  my  inability  to  accept  at 
this  time. 

"Very  sincerely, 

"John  J.  Pershing." 

As  is  customary  at  this  time,  I  will  annoimce  the  Committee 
on  Resolutions:  Festus  J.  Wade,  St.  Louis,  Chairman;  Lucius 
Teter,  Chicago;  W.  J.  Blalock,  Atlanta;  J.  H.  Ardrey,  New 
York;  W.  E.  Knox,  New  York;  W.  D.  Longyear,  Los  Angeles; 
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Clay  H.  HoUister,  Grand  Rapids.  Resolutions  will  be  pre- 
sented to  that  committee  as  they  appear. 

The  reports  in  the  program  to  which  I  have  already  referred 
will  not  be  submitted  to  you  other  than  in  their  printed  form. 

(The  reports  referred  to  appear  at  the  end  of  this  session.) 

The  Secretary  has  a  few  announcements  to  make. 

GrarEBAL  Sbcbetabt  Fabnswobth:  The  following  letter  is 
bom  the  National  Foreign  Trade  Council,  Secretary  0.  E. 
Davis:  "I  am  very  anxious,  if  possible,  to  bring  to  the  atten- 
tion of  the  delegates  assembled  for  your  convention  the  fact 
that  the  Seventh  National  Foreign  Trade  Convention  will  be 
held  in  San  Francisco,  May  12-16,  1920,  emphasizing  the  fact 
that  the  banking  sessions  of  our  conventions  have  always 
been  run  in  cooperation  with  the  American  Bankers  Asso- 
ciation." 

The  meeting  was  then  adjourned. 


ANNUAL  BEPOET  OF  THE  GENERAL  SECRETARY 

Fred.  E.  Fabnswobth 

Gentlemen:  In  aoeordmnce  with  the  requirements  of  the  oonstitution, 
I  lubmit  herewith  a  report  of  the  progreM  of  the  American  Bankers 
Association  during  the  fiscal  year  commencing  September  1,  1918,  and 
ending  August  31,  1919,  together  with  such  other  matters  as  pertain 
to  the  office  of  General  Secretary  of  the  Association. 

Speaking  broadly,  the  Association  is  to  be  congratulated  on  haring 
enlarged  its  points  of  contact  with  national  affairs  during  the  past 
year,  as  a  result  both  of  committee  work  and  the  efforts  of  its  officers. 
Farther,  in  carrying  out  a  new  policy  of  field  work,  closer  and  more 
cordial  relations  hare  been  established  with  state  bankers'  associations 
and  other  organizations;  problems  inrolring  relations  between  national 
and  state  chartered  institutions  have  been  put  in  a  fair  way  of 
amicable  adjustment;  and  last  but  not  least,  our  membership  has 
passed  the  20,000  mark,  bringing  so  much  nearer  the  day  when  mem- 
bership in  thff  American  Bankers  Association  will  become  unanimous 
throu^out  these  United  States. 

With  the  Association,  as  with  the  nation  and  the  whole  world,  we 
are  passing  through  a  period  of  readjustment  and  reconstruction  in 
which  time  and  patient,  painstaking  endeavor  are  essential  to  the 
solntion  of  the  problems  confronting  us. 
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Field  Wobx 

One  of  the  most  important  aeoompliBhments  of  the  year  was  the 
carrying  into  execution  of  a  plan  of  field  work  by  utilizing  the  mem- 
bers of  the  executive  staff  in  the  general  oiBces  at  New  York.  This, 
in  turn,  required  close  study  by  the  Office  Conference,  a  semi-monthly 
gathering  which  has  proved  its  value  many  times.  Under  the  direc- 
tion of  the  Office  Conference,  and  with  the  approval  of  the  Adminia- 
trative  Committee,  the  several  section  secretaries  and  department  heads 
were  assigned  to  attend  state  conventions,  the  schedule  being  arranged 
with  a  view  to  securing  maTimum  representation  at  a  minimum  of 
expense.  In  cases  where  we  were  informed  that  the  convention  would 
be  attended  by  the  President  or  Vice-Presidents,  no  representative 
was  sent  from  the  central  office.  By  this  method,  and  without  dupli- 
cation or  undue  expense,  the  American  Bankers  Association  has  been 
represented  at  the  conventions  of  thirty-five  bankers'  associations.  There 
is  no  doubt  that  the  results  have  been  highly  beneficial ;  a  direct 
contact  has  been  established  with  all  these  state  associations,  in 
numerous  cases  the  membership  has  been  increased  through  better 
understanding  of  the  scope  of  A.  B.  A.  work,  and  in  general  it  may 
be  said  that  the  plan  has  justified  every  expectation  and  should  be 
eontinned. 

Tes  State  Bauks 

At  the  spring  meeting  of  the  Executive  Council  of  the  Association 
last  May,  steps  were  taken  which  resulted  in  the  formation  of  a  con- 
ference committee  on  which  were  representatives  of  state  chartered 
institutions,  including  representation  from  the  Trust  Company  Sec- 
ti<m.  State  Bank  Section  and  Savings  Bank  Section.  Out  of  thia 
conference  and  the  spirit  of  co-operation  which  it  typifies  has  come  a 
better  understanding  of  the  needs  of  the  state  institutions  and  all 
differences,  real  or  imaginary,  between  them  and  their  national 
brethren  are  rapidly  disappearing,  if,  indeed,  they  have  not  already 
done  so. 

Washington  OmoE 

During  th«  past  year  the  National  Bank  Section,  acting  under  in- 
structions from  its  Executive  Conm:iittee,  established  a  branch  oiBoe 
of  the  seetion  at  Washington,  D.  C.  It  is  located  in  the  Southern 
Building  and  is  in  charge  of  Major  Frederick  W.  Hyde,  secretary  of 
the  National  Bank  Section,  who  divides  his  time  between  the  New 
York  and  Washington  offices.  It  is  a  pleasure  to  say  that  in  the 
short  time  since  its  establishment  the  Washington  office  has  rendered 
exeeUent  service,  both  to  members  and  to  oflicers.  The  success  of  this 
move  has  led  to  a  desire  for  a  simUar  service  on  the  part  of  the  State 
Bank  Seetion  and  I  understand  that  steps  to  this  end  are  now  in 
contemplation. 
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EXJPCUTIVB  COXTNCIL 

Hie  spring  meeting  of  the  Execntive  Council  was  held  at  White 
Sulphur  Springs,  West  Virginia,  May  10,  20  and  21  and  a  oompre- 
bensiTV  report  of  its  deliberations  was  published  in  the  June  JoumaL 
The  high  percentage  of  attendance  and  the  cloee  attention  given  to  the 
bosinesB  of  the  Association  are  sufficient  evidence  of  the  value  and 
importance  of  these  meetings. 

When  the  new  Council  meets  as  constituted  at  present,  for  organ- 
ization after  the  adjournment  of  this  Convention,  it  will  comprise  3(1 
members  in  the  one-year  class,  36  members  in  the  two-year  class, 
35  members  in  the  three-year  class,  and  22  ez-officio  members,  making 
a  total  of  129.  This  is  an  Increase  of  seven  over  last  year.  In  Arizona, 
the  membership  of  the  Association  was  increased  to  100,  thus  entitling 
that  state  to  an  independent  representation  on  the  Council,  but  the 
eleoUcm  for  this  additional  member  cannot  be  made  until  the  conven- 
tion of  the  Arizona  Bankers  Association  to  be  held  November  3-4. 
In  Nebraska,  the  membership  was  increased  to  allow  for  an  additional 
representation  on  the  Executive  Council,  but  the  election  for  this  extra 
member  cannot  be  made  until  the  next  convention  of  the  Nebraska 
Bankers  Aasodation.  In  Oklahoma,  the  membership  was  increased  to 
allow  for  an  additional  representation  on  the  Council,  but  the  election 
for  the  extra  member  cannot  be  made  until  the  next  convention  of  the 
Oklahoma  Bankers  Association  to  be  held  in  May,  1020.  When  these 
three  elections  have  been  made,  the  grand  total  of  membership  on  the 
Executive  Council  will  be  132.  The  other  seven  states  that  increased 
their  membership  to  allow  for  an  additional  member  on  the  Executive 
Council  are:  California,  Colorado,  Indiana,  Iowa,  Kansas,  Minnesota 
tad  Pennsylvania. 

Analyzing  the  increase  in  membership  by  states,  we  find  that  Penn- 
sylvania comes  first  with  101  new  members,  a  total  of  1,112;  Oklahoma 
is  second  with  00  new  members,  a  total  of  713;  Iowa  stands  third  with 
07  new  members,  a  total  of  1,100;  Missouri  is  fourth  with  67  new 
members,  a  total  of  813;  Texas  is  fifth  with  61  new  members,  a  total 
of  780;  Minnesota  is  sixth  with  56  new  members,  a  total  of  731; 
Nelnttfka  is  seventh  with  64  new  members,  a  total  of  712;  then  comes 
South  Dakota  with  43,  a  total  of  462;  Kansas  and  New  York  with 
80  each,  a  total  of  008  and  1,130  respectively;  North  Carolina  with 
37,  a  total  of  338;  IlUnois  with  31,  a  total  of  1,176;  and  Montana 
with  30,  a  total  of  381. 

As  last  year,  Illinois  stands  first  in  the  membership  of  the  Associa- 
tion with  1,176;  New  York  is  second  with  1,130;  Pennsylvania  is 
third  with  1,112;  Iowa  is  fourth  with  1,100;  Kansas  is  fifth  with 
008;  Missouri  is  sixth  with  813;  Ohio  is  seventh  with  703;  then 
follows  Texas  .with  780;  Minnesota  with  731;  Oklahoma  with  713; 
Nebraska  with  712;  and  California  with  707. 
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Alaska  and  the  District  of  Goluinbia  enjoy  the  distinction  of  having 
every  bank  a  member  of  the  Association;  Nevada  has  <mly  two  non- 
members;  Arizona  and  Rhode  Island  three  non-members  eadi;  Dela- 
ware 6  and  New  Mexico  8. 

The  increase  in  Association  membership  through  the  efforts  of  the 
various  Sections  and  officials  of  the  Association  by  applications  known 
to  have  been  received  through  their  labors  for  the  fiscal  year  ending 
August  31,  1919   (14  new  members  and  over),  is  as  follows: 

Sections  of  the  Association  (of  which  the  National  Bank  Section 
secured  the  largest  number)  102. 

L.  A.  Andrew,  State  Vice-President  for  Iowa,  with  the  assistance 
of  the  A.  B.  A.  Membership  Committee  in  his  state,  of  which  he 

is  CSiairman;  also  the  County  Chairmen 80 

Harry  J.  Haas,  vice-president  First  National  Bank,  Philadelphia, 
with  the  aid  of  Messrs.  F.  F.  Brooks,  B.  M.  Marlin,  A.  C.  Robin- 
son and  Jos.  Wayne,  Jr 04 

E.  P.  Gum,  secretary  Oklahoma  Bankers  Association 82 

H.  A.  McCauley,  State  Vice-President  for  Oklahoma  and  (Dhairman 

of  the  Membership  Committee  for  Oklahoma 23 

M.  Plin  Beebe,  State  Vice-President  Elect  for  South  DakoU 17 

Cliff  W.  Gress,  member  Executive  Ck)uncil  for  Minnesota 14 

Jas.  A.  Gray,  vice-president  Wachovia  Bank  &  Trust  Co.,  Winston- 
Salem.  N.  C 14 

The  known  credit  for  the  greatest  individual  accomplishment  in  th« 
membership  campaign  for  the  year  belongs  to  Mr.  H.  J.  Haas,  vice- 
president  First  National  Bank,  Philadelphia,  who  secured  48  appli- 
cations. 

Sections 

The  year  just  closed  marks  the  first  in  which  the  sections  have  been 
represented  on  the  Administrative  Committee  of  the  Association.  Th« 
results  secured  certainly  justify  the  action  of  the  convention  last  year 
in  adopting  the  amendment  which  made  this  innovation  possible,  for 
never  before  has  there  been  such  team  work,  harmony  and  cooperation 
among  the  sections.  And  in  this  connection  I  believe  it  is  appro- 
priate at  this  time,  at  the  close  of  my  twelfth  year  of  service  to  the 
Association,  to  pay  a  well-deserved  tribute  to  the  work  of  the  Admin- 
istrative Committee,  upon  which  have  been  thrown  for  solution  by  the 
Council  as  well  as  the  Convention,  many  thorn-covered  problems,  most 
of  which  involved  possibilities  of  all  kinds  of  trouble.  There  are  more 
men  now  on  the  Administrative  Committee  than  at  any  time  since  its 
creation,  but  through  its  very  nature  this  committee  is  bound  to  have 
thrust  upon  it  many  onerous  duties  which  are  not  always  imderstood. 
I  bespeak  for  this  committee,  therefore,  the  appreciation  which  it  so 
richly  merits  at  the  hands  of  this  convention. 
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Inifmuch  as  the  several  sections  will  present  full  and  detailed  reports 
to  jon  through  their  accredited  officers,  it  is  not  necessary  for  me  to 
enlarge  <m  their  work.  All  have  given  this  year  an  unusually  hig^ 
degree  of  service  to  their  respective  members.  Through  the  resigna- 
tion last  winter  of  Jerome  Thralls,  secretary  of  the  Clearing  House 
sod  National  Bank  Sections,  the  secretarial  work  of  those  two  sec- 
tions was  separated.  Major  Frederick  W.  Hyde,  of  Jamestown,  N.  T., 
WES  made  secretary  of  the  National  Bank  Section,  and  Amos  F.  Hill,  of 
Lowell,  Mass.,  was  made  secretary  of  the  Clearing  House  Section.  Both 
ef  those  gentlemen  have  acquitted  themselves  excellently  in  their 
respective  stations.  On  September  1,  this  year,  there  became  effective 
ilio  the  resignation  of  Milton  W.  Harrison,  secretary  of  the  Savings 
Bsnk  Section.  His  successor  is  Leo  Day  Woodworth,  whose  qualifica- 
tions promise  that  he  will  measure  up  to  his  new  post  in  every  way. 

State  Sscbetabies 
The  secretaries  of  the  state  bankers'  associations,  of  which  there  are 
now  fifty— one  for  every  state  and  the  District  of  Columbia  and 
Aliaka^-have  been  of  constant  help  in  certain  branches  of  association 
work  in  which  their  co-operation  is  practically  indispensable.  The 
General  Secretary  has  made  it  a  point  to  keep  in  touch  with  these 
organizations  and  at  every  opportunity  to  maintain  the  cordial  rela- 
ti<»is  that  now  exist  between  the  American  Bankers  Association  and 
the  state  associations. 

LaoAL  Depabtmsnt 

During  the  past  year,  in  spite  of  arduous  legislative  work,  Qeneral 
Gonnsel  Paton  has  been  able  to  complete  and  bring  out  in  book  form 
a  digest  of  legal  opinions  published  by  him  in  the  Journal  of  the  Asso- 
ciation during  the  past  eleven  years.  From  the  demand  for  copies  of 
this  book  it  is  evident  that  the  members  are  highly  appreciative  of 
the  excellent  quality  of  the  work  which  Judge  Paton  renders. 

Pbotbotivb  Wobk 

The  work  of  the  Protective  Department  has  been  unusually  heavy 
in  recent  months  because  of  the  widespread  epidemic  of  burglaries  and 
hold-ups.  The  department  has  acquitted  itself  well  in  the  face  of  this 
additional  responsibility  and  will  inform  you  more  fully  of  its  work  in 
its  printed  report. 

Thb  Libsabt 

The  Library  of  the  Association,  during  the  past  year,  has  made  a 
distinct  place  for  itself  along  the  line  of  Association  service.  Its  best 
known  phase,  perhaps,  is  that  which  appears  in  the  monthly  Journal 
mid^  the  title  ''Library  Limelight,"  and  which  has  to  do  with  fur- 
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nishing  books,  pamphlets  and  ndscellaneoiu  information  to  inquiring 
members. 

Ck>]OaTTSB8  AND  CoMiassioifB 

This  has  been  a  busy  year  for  all  committees.  The  Agricultural 
Commission  has  continued  its  splendid  efforts  in  behalf  of  banker- 
farmer  work  and  is  performing  a  task  of  vital  service  to  the  nation. 
The  Insurance  Committee  continues  to  look  after  the  interests  of  the 
members  in  a  most  important  branch  of  their  business  and  has  done 
well  in  this  field.  The  newly  appointed  Committee  on  Commerce  and 
liiarine  has  taken  hold  of  the  stupendous  problems  of  foreign  trade  and 
commerce  in  a  manner  that  promises  results  commensurate  with  the 
high  ability  of  the  gentlemen  who  compose  the  committee.  The  legis- 
lative committees,  Federal  and  state,  and  the  legislative  councils,  have 
been  fully  occupied  in  safeguarding  the  interests  of  the  banks  during 
the  progress  of  far-reaching  legislation.  Throughout  all  the  committee 
work  there  has  been  in  evidence  this  year  a  spirit  of  energy  and  co- 
operation that  augurs  well  for  the  continued  progress  of  the  Asso- 
ciation. 

Finances 

Perhaps  of  all  difficult  tasks,  the  most  onerous  has  fallen  to  the  lot 
of  the  Finance  Committee.  Confronted  with  the  necessity  for  finding 
additional  revenue  for  the  Association  to  enable  it  to  meet  the  in- 
creased expenses  due  to  natural  growth  as  well  as  the  generally  higher 
cost  of  living,  the  Finance  Committee  at  the  spring  meeting  of  the 
Executive  Council  devoted  a  great  many  hours  to  studying  the  Asao- 
ciation's  needs  and  finally  decided  to  recommend  an  increased  schedule 
of  dues  for  all  members  paying  more  than  ten  dollars  per  annum. 
The  proposed  new  schedule  has  been  presented  to  you  in  printed  form 
so  that  it  may  be  carefully  studied;  and  when  you  come  to  act  upon 
this  particular  recommendation  It  is  the  earnest  hope  of  the  Finance 
Committee  that  you  will  bear  in  mind  that  the  necessity  for  these 
increases  was  arrived  at  by  the  gentlemen  of  the  committee  only  after 
the  most  serious  consideration,  and  that  their  recommendations  merit 
your  approval. 

The  report  of  the  Treasurer  shows  a  cash  balance  for  the  year  of 
$1,131.81  as  compared  with  $6,449.22  at  the  close  of  the  fiscal  year 
1918. 

Ths  Joubnal 

The  Joubnal  has  cost  the  Association  during  the  past  year  about 
$19,000  as  compared  with  $35,000  the  year  before.  In  view  of  the  high 
cost  of  printing,  paper  and  all  other  items  this  is  a  marvellously  fine 
showing  and  is,  of  course,  due  to  the  revenue  from  advertising,  which 
for  this  first  full  year  of  advertising  patronage  amounts  to  $17,500. 
Under  the  guidance  of  the  Journal  Committee  which  was  appointed 
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ftt  tlie  last  Council  meeting  to  guperyise  articles  and  adyertiaements, 
the  JoxnuTAL  is  now  progressing  satisfactorily  and  has  passed  out  of 
the  realm  of  controYersy  and  criticism.  Instead  of  complaints,  we 
now  receive  commendation  for  Tarious  useful  features  in  the  Journal 
and  for  the  generally  conservative  character  of  its  policy.  This  happy 
eondition  is  due  in  no  small  measure  to  the  patient  effort  and  tactful 
management  of  the  present  editor. 

It  is  worth  noting  that  the  cost  of  the  Journal  to  the  Association 
for  the  past  year,  $19,000,  represents  less  than  one  dollar  per  memher. 
In  my  opinion  the  only  thing  required  of  us  now  is  to  develop  and  safe- 
guard the  Journal  as  one  of  the  most  valuable  commercial  assets  of 
the  Association. 

MiaCRERSHIP 

August   31,    1918 19,043 

'Erased  from  the  rolls  through  failure,  liquidation,  oon- 
Bolidation  and  withdrawal,  December  1,  1918 1,105 

Membership     17,938 

August   31,    1919,   new   members   gained   during 

the   year 1,464 

'Regained  members  (secured  from  the  above) ....    812     2,276 

August  31,  1919,  membership 20,214 

A  net  increase  for  the  fiscal  year 1,171 

A  net  loss  for  the  year  in  failures,  consolidation, etc.  128 

A  net  loss  for  the  year  in  delinquents 165        293 

Making  the  actual  gain  in  new  members 1,464 

I  wish  to  call  your  attention  particularly  to  the  figures  just  given, 
relating  to  the  list  of  delinquents — those  who  refused  to  pay  their  dues 
for  the  last  fiscal  year.  There  were  165.  These  figures  are  related  to 
the  membership  on  August  31,  1918,  of  19,043.  It  will  be  noted  that 
the  proportion  of  delinquents,  as  compared  to  the  membership,  is  very 
small,  which  is  the  best  evidence  of  the  appreciation  of  our  members 
in  maintaining  membership  in  this  organization. 

While  the  membership  in  the  Association  is  larger  than  ever  before, 
the  usual  list  of  losses  in  membership  by  failures,  consolidations  and 
liquidations  is  small  for  the  past  fiscal  year  1918-1919;  this  list  being 
128.  While  the  number  in  1917-1918  was  132  and  for  1916-1917,  137. 
The  total  net  losses,  as  shown  in  this  report,  are  293. 

The  aggregate  resources  of  our  membership  are  estimated  at 
$27,000,000,000.00. 

The  membership  and  resources  of  the  Association  have  increased  as 
follows: 
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Paid  Membtrship  Ananal  Dvm 

September  1,  1875 1,600  $ll»60e.00 

August  31,  1907 9,261  150,795.00 

August  31,  1918 19,043  320,840.00 

August  31,  1919 20,214 (Estimated)  400,380.00 

INOOU 

Interest  on  Bonds $3,680.00 

Interest  on  Bank  Balances  (estimate^) 3,000.00 

Estimated  Annual  Dues  for  Fiscal  Tear  Ending  August  31, 

1920    409,880.00 

$416,060.00 
RoumTS  W<»K 
During  the  fiscal  year  just  ended  we  sent  out  from  the  General  Ofltos 
more  than  625,000  letters,  circular  letters,  Proceedings,  Journals,  etc. 

The  following  states  were  visited  bj  the  officers  of  the  Assodation. 
and  embodies  the  state  oonyention  sessions  of  1919: 

StATB  Ck>NTENnON  SOHEDUIA 
STATE  NAME  OF  PBBSON  ATTENDING 

Alabama President  Maddox 

Abxanbas F.  W.  Hyde 

Caldtobitia L.  A.  Mershon 

Ck>NNEononT  General  Secretary  Farnswortli 

A.  F.  Hill. 

Delawabb George  E.  Allen 

DiSTBiOT  OF  CoLVMSiA Goorge  E.  Allen 

Flobida General  Secretary  Famsworth 

Gboboia President  Maddox 

Idaho L.  A.  Mershon 

Illin oiB    President  Maddox 

Iowa   L.  A.  Mershon 

Kansas First  Vioe-PrbHident  Hawes 

Mabtiand M.  W.  Harrison 

BiASSAOHUSETTS General  Secretary  Famsworth 

A.  F.  Hill 

Michigan  A.  F.  Hill 

MiNNBSOTA F.  W.  Hyde 

Mississippi   F.  W.  Hyde 

MiSSOUBl First  Vice-President  Hawes 

Nbbbaska First  Vice-President  Hawes 

Nsw  Hampshibb W.  G.  Fitzwilson 

Nbw  Jkbsbt M.  W.  Harrison 

Kbw  Y<»k F.  W.  Hyde 

General  Secretary  Farnswortli 

A.  F.  Hill 
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NoKiH  Gabolika F.  W.  Hyde 

Ohio F.  W.  Hyde 

Oklahoma   Firet  Vioe-Preeident  Hawes 

Obboon   L.  A.  Merthon 

PnniBTLYAifiA W.  G.  Fitzwilflon 

Bhodb  IsLAiiD General  Secretary  Famsworth 

A.F.  mil 

South  Gabouha W.  G.  Fitswileon 

lELkB   Firet  Vioe-Preeident  Hawes 

VEucoirr M.  W.  Harriion 

VnoDfiA M.  W.  Harrieon 

Wbt  Viboinia F.  W.  Hyde 

WnooHsnr  T.  B.  Paton 

New  Bnoand  States  Bankers  Asso-  (  General  Secretary  Famsworth 
cunoN    J  A.  F.  Hill 

The  total  number  of  repreeentatiyee  attending  thirty-four  state  oon- 
TeBtioDf  is  as  iolkywe: 

President  Maddox 8 

Vioe-Presldent  Hawes. 5 

General  Secretary  Famsworth S 

General  Counsel  Paton 1 

Assistant  Secretary  Fitswileon 8 

Secretary  Merehon,  Trust  Co.  Section 4 

Secretary  Harrison,  Savings  Bank  Section 4 

Secretary  Hyde,  National  Bank  Section 7 

Secretary  Hill,  Clearing  House  Section 6 

Secretary  Allen,  State  Bank  Section 2 

Total  representation 41 

In  Mkicobzak 

It  is  my  sad  duty  to  announce  that  Death  has  taken  more  than  his 
usual  toll  from  our  ranks.  Two  former  presidents  of  the  Association— 
Bobert  J.  Lowry  of  Georgia,  and  James  K.  Lynch  of  California— -have 
been  called  to  the  Great  Beyond.  From  the  actiye  membership  of  the 
Council  we  have  lost  only  recently  Elbert  A.  Bennett,  of  New  York.  In 
the  list  are  included  also:  Nelson  N.  Lamport  of  Illinois,  J.  E.  Fox  of 
Tennessee,  Albert  E.  Edwards  of  California,  Walker  Broach  of  Louisiana 
sad  Charles  E.  Hoge  of  Kentucky,  all  former  members  of  the  Council; 
sad  Douglas  H.  Thomas  of  Maryland,  who  was  first  vice-president  of 
the  Assodatioa  in  1894  and  served  on  tiie  Council  1895-00. 

St.  Loins 

Since  the  organization  of  the  American  Bankers  Association  at  Sara* 
toga  Springs,  N.  Y.,  in  1876,  including  the  present  convention,  we  have 
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held  three  of  our  annual  meetings  in  the  eity  of  St.  Loui»— in  1896, 
1906  and  1919. 

The  bankers  of  the  city  of  St.  Louis  have  been  active  and  efficient 
participants  in  the  activities  of  the  American  Bankers  Association  for 
verj  many  years.  The  sixth  President  of  the  American  Bankers  Asso- 
ciation was  Charles  Parsons,  president  State  Bank  of  St.  Louis,  in 
1888.  Walker  Hill  was  President  in  1899.  F.  O.  Watts— now  a  resi- 
dent of  St.  Louis,  Mo. — ^was  President  in  1910,  and  the  late  Charles 
H.  Huttig  was  President  in  1912.  At  the  writing  of  this  report,  the 
present  First  Vice-President  of  the  Association  is  Mr.  Richard  S. 
Hawes,  of  St.  Louis. 

When  the  Association  was  organized  in  Saratoga  Springs  in  1876, 
St.  Louis  and  Missouri  were  well  represented  by  delegates.  St.  Louis 
and  Missouri  have  been  most  important  factors  in  the  history  of  the 
American  Bankers  Association.  Its  unparalleled  success  from  its  very 
inception  has  been  largely  influenced  through  officers  of  the  Associa^ 
tion  and  the  members  of  the  executive  body  in  this  city.  For  it  was 
in  the  city  of  St.  Louis  that  the  plan  germinated. 

Our  conventions  today  are  largely  attended  by  the  fair  sex— our 
wives,  daughters  and  sweethearts — and  it  will  be  gratifying  for  the 
women  to  know  that  women  are  responsible  for  the  organization  of  the 
American  Bankers  Association.  The  idea  was  inspired  by  the  women. 
In  May,  1875,  two  tired  bankers,  after  a  long  day's  work,  and  in  a 
period,  as  the  elder  bankers  will  know,  when  the  bankers  and  financiers 
of  the  country  were  wrestling  with  the  silver  question  and  the  panic 
of  '73,  and  the  resumption  of  specie  payment — these  two  bankers,  Mr. 
James  F.  Howenstein,  then  cashier  of  the  Valley  National  Bank  of  this 
city,  and  Mr.  E.  C.  Breck,  cashier  of  the  Commercial  National  Bank, 
were  going  up  Olive  Street,  and  passed  the  old  auditorium — ^which,  I 
believe  faced  on  Olive  Street  in  1876.  As  they  neared  that  institution, 
t^ey  found  a  large  number  of  ladies  in  the  auditorium.  They  saw  a 
sign  over  the  door,  and  it  said,  "Women's  Suffrage  Convention."  How- 
enstein said  to  Mr.  Breck,  ''Breck,  if  the  women  can  get  together  and 
talk  over  their  sorrows  and  their  troubles  and  what  they  are  entitled 
to  in  this  country,  why  is  it  that  the  bankers  cannot  get  together  at 
such  times  as  these  and  by  co-operation  and  organization  accomplish 
what  we  desire  at  the  present  time,  the  overcoming  of  the  panic  and 
the  resumption  of  specie  payment?"  Now,  the  idea  of  the  American 
Bankers  Association  came  from  this  incident,  and  Mr.  Howenstein  at 
first,  no  doubt,  was  inspired  by  the  ladies.  Mr.  Howenstein  called  a 
meeting  of  bankers  in  New  York  in  May,  1875,  which  meeting  was  held 
at  the  Bamxun  Hotel.  It  was  simply  a  conference  of  some  of  the 
prominent  bankers,  and  at  that  meeting  in  New  York  in  1876,  a  call 
went  out  for  a  convention,  which  was  held  in  Saratoga  in  July,  1876, 
at  which  there  were  present  330  bankers,  representing  thirty-two  states. 
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A  temporary  orgmnization  was  effected  at  that  time;  a  committee 
appointed,  and  a  permanent  organization  effected  in  1876  at  the  Oen- 
temiial  in  Philadelphia. 

Hr.  James  T.  Howenstein  was  the  first  Secretary  of  the  organization. 

At  the  oonvention  in  1896,  oar  popular  friend,  the  late  Colonel 
Lowry  was  elected  President.  The  presiding  oiBcer  at  this  conTention 
was  President  Eugene  H.  PuUen,  of  New  York  City.  Members  of  the 
BxecutiTe  Council  from  St.  Louis  were  Walker  Hill  and  W.  H.  Thom- 
son. Breckinridge  Jones  was  State  Vice-President,  and  it  was  at  this 
eonrention  that  the  American  Bankers  Association  made  its  famous 
dedaration  as  to  the  gold  standard.  At  the  close  of  the  convention 
on  September  26,  the  Association,  as  a  body,  visited  Springfield,  III., 
and  the  tomb  of  Lincoln.  Several  addresses  were  made  by  prominent 
members  ci  the  Association,  in  keeping  with  the  occasion. 

Another  prominent  feature  of  this  oonvention  was  the  organization 
of  the  pioneer  of  sections — the  Trust  Company  Section — with  Breck- 
inridge Jones  of  St.  Louis  as  its  first  chairman  of  its  Executive 
Committee. 

At  the  oonvention  in  1906,  the  President  was  John  L.  Hamilton,  and 
St.  Louis  was  represented  on  the  Council  by  Walker  Hill  and  H.  P. 
Hilliard.  Vice-President  from  Missouri  was  F.  W.  Hizson,  of  Hannibal, 
Ho.  The  most  notable  and  far-reaching  action  taken  at  this  oonvention 
was  the  appointment  of  our  Currency  CommiBsion,  which  Commission 
did  so  much  important  work  in  laying  the  foundation  for  advanced 
banking  and  currency  l^slation,  which  resulted  in  the  evolving  of  the 
Federal  Reserve  Act. 

St  Louis  is  naturally  a  Convention  City.  Its  well-known  hospitality 
is  emphasized  by  the  spirit  in  which  the  bankers  of  the  community 
fully  co-operate  in  every  way  possible  to  make  a  oonvention  a  success. 
This  cooperation  has  been  very  helpful  to  me  in  completing  the  in- 
tricate details  of  convention  week,  and  I  want  to  take  this  occasion 
to  express  my  great  appreciation  of  the  efforts  of  the  local  committees 
of  St.  Louis,  and  for  their  valuable  aid  in  making  the  convention  of 
1919  one  long  to  be  remembered. 

In  eonelusion,  I  wish  to  extend  my  sincere  thanks  to  all  oiBcers,  com- 
mittee members  and  individual  members,  who  by  their  earnest  efforts 
and  whole-hearted  co-operation  have  helped  to  make  this  a  most  suc- 
cessful year  in  the  Association's  history. 


ANNUAL  EEPOET  OP  GENEEAL  COUNSEL 
Thomas  B.  Paton 

A  snrfij  of  the  Convention  year  discloses  that  with  the  increased 
membership  now  exceeding  20,000,  the  detailed  work  of  the  office  of 
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General  Counsel  has  largely  increased  and  more  matters  have  been 
handled  than  in  any  previous  year.  The  volume  of  business  has  neces- 
sitated a  corresponding  increase  in  the  oflSce  force,  which  now  consists 
of  three  Legal  Assistants  and  three  Stenographers.  The  office  has  a 
co-operatiTe  relationship  in  an  advisory  or  executive  way  with  nearly 
every  Section  and  Committee  of  the  Association  and  the  general  mem- 
bership has  largely  availed  of  its  facilities  for  legal  information,  advice 
and  opinions. 

Federal  LsoiSLATioir 

The  interests  of  the  Association  in  connection  with  the  important 
subjects  of  legislation  before  Congress  during  the  past  year  and  now 
pending  which  affect  banks  are  in  charge  of  the  Committee  on  Federal 
Legislation  and  will  be  covered  in  the  Report  of  that  Conmiittee.  It 
is  the  function  of  the  General  Counsel,  acting  as  Secretary  of  the 
Committee,  to  aid  in  operating  the  machinery  which  makes  its  legis- 
lative work  effective.  All  bills  introduced  in  Congress  affecting  banks, 
either  favorably  or  unfavorably,  are  digested  and  submitted  to  the 
membership  of  Hie  Federal  Legislative  Council  and  Executive  Council 
as  well  as  to  the  State  Vice-Presidents  of  the  Association  and  of  the 
Sections  in  printed  form;  referenda  are  issued  to  ascertain  the  policy 
of  the  Association  upon  important  bills;  hearings  before  Congressicmai 
Committees  have  been  attended  upon  important  measures  and  the  views 
of  the  Association  presented;  interviews  hilve  been  had  with  particular 
members  of  Congress  and  with  members  of  the  Federal  Reserve  Board 
and  every  effort  made  to  assert  the  policy  of  the  Association  in  con- 
nection wi^  pending  legislation. 

The  Association  itself  also  initiates  and  urges  the  passage  of  certain 
legislation  deemed  necessary  to  the  banking  interests.  This  work,  of 
course,  is  under  the  supervision  and  in  conjunction  with  the  Chairman 
and  members  of  the  Committee  on  Federal  Legislation  who  actively 
participate  in  the  subjects  of  legislation.  During  the  last  few  months. 
General  Counsel  has  been  materially  aided  by  Assistant  Counsel 
Paton,  who  has  spent  considerable  time  in  Washington  In  connection 
with  the  progress  of  legislative  bills  and  in  interviews  with  members 
of  Congress  and  members  of  the  Federal  Reserve  Board  In  aid  of  tha 
promotion  of  certain  specific  legislation  desired  by  the  Association 
The  propositions  urged,  among  others,  are  to  amend  Section  6210  of 
U.  S.  Revised  Statutes  so  that  taxation  by  states  of  National  Bank 
shares  shall  not  be  at  a  greater  rate  than  upon  other  property,  whether 
competitive  or  not,  and  permitting  a  proportionate  amount  of  Liber^ 
Bonds  and  other  exempt  securities  to  be  deducted  from  the  taxable 
value  of  bank  shares;  also  to  amend  the  Federal  Reserve  Act  and 
Revised  Statutes  relative  to  admission  of  incorporated  savings  banks 
to  the  Federal  Reserve  System  where  their  capital  is  insufficioit  under 
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ezifftiiig  laws  and  permitiiiig  ineorporated  MtTings  banki  when  thej 
eoiif€rt  into  national  banka,  to  maintain  MtTinga  departmenta  and  dia- 
eharge  tha  aama  fimetioni  aa  before  the  eonvenion;  alao  other  pro- 
poeed  leglalation  pertaining  to  elassifleation  of  time  depoeita  as  MtTingi 
aeeomita  and  the  reeerre  against  time  depoeita. 

While  important  subjects  of  legislation  are  submitted  l^  referendum 
to  the  members  of  the  Federal  LegislatiTe  Council  and  EzeeutiTe 
Council  for  determination  aa  to  the  stand  and  policy  of  the  Assooiation» 
General  Counsel  is  becoming  more  and  more  eonyinced  of  the  deair« 
abiUty  of  having  a  definite  expression  of  opinion  on  erery  bill  affecting 
banks  which  is  introduced  in  Congress,  from  every  member  of  the 
Federal  Legislative  Council  and  of  the  Executive  CounciL  Such  in- 
fwmation  ia  necessary  to  enable  the  Committee  on  Federal  Legislation 
to  exert  its  best  efforts  and  to  obtain  the  best  results.  It  is  con- 
templated to  adopt  a  method  by  which,  it  is  hoped,  such  full  expression 
of  opinion  will  be  obtained. 

The  Association's  Committee  on  Commerce  and  Marine  has  been 
giving  considerable  attention  to  the  Edge  bill  for  the  creation  of 
Federal  batiks  to  do  foreign  business  and  to  the  bills  relating  to  mort* 
gages  on  ships  and  the  i^ropoeed  Marine  Development  Act.  General 
Counsel^  aa  representing  the  Committee  on  Federal  Legislation,  has 
kept  in  close  touch  and  conference  with  Secretary  Collins  of  the  Com- 
mittee on  Commerce  and  Marine  in  connection  with  the  progress  of 
these  bills. 

State  Lbgislation 

The  office  of  General  Counsel  has  been  actively  engaged  under  the 
supervision  of  the  Committee  on  State  Legislation  of  the  Association, 
ia  promoting  in  forty-one  states  which  have  held  legislative  sessions 
this  year,  a  number  of  bills  recommended  by  the  Association.  This 
work  haa  been  prosecuted  through  the  members  of  the  State  Legislative 
Coundl  in  each  state  in  conjunction  with  the  Secretaries  and  Legisla^ 
tive  Committeea  of  State  Bankers  Associations  and  in  co-operation  in 
many  states,  with  the  heads  of  State  Banking  Departments.  A  com- 
prehensive program  of  recommended  legislation  for  1919  was  issued 
last  December  containing  drafts  of  proposed  laws  on  the  subjects 
recommended  with  a  short  statement  of  the  purpose  or  underlying 
reason  for  their  enactment  and  a  list  of  the  states  in  which  each  draft 
had  not  yet  been  enacted  in  the  recommended  or  some  modified  form. 
Last  May  there  waa  issued  a  partial  sununary  of  legislation  enacted 
during  1919  based  on  reports  received  from  members  of  the  State  Leg- 
islative CoQndl,  Bank  Commissioners,  Secretaries  of  State  Bankers 
AlsoeiatioBs  and  others.  This  summary  included  legislation  recom- 
msnded  by  the  Amerioaa  Bankers  Association,  other  legislation  affecting 
banka  and  subjects  of  bills  which  failed  of  paasage  or  were  still  pend- 
ing at  the  time  the  reports  were  made. 
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The  results  accomplished  this  year  have  been  most  gratifying  tad 
will  be  detailed  in  the  report  of  the  Committee  on  State  Legislation. 
Some  fifty  enactments  of  measures  recommended  by  the  American 
Bankers  Association  have  been  placed  on  the  statute  books  of  the 
different  states  this  year  and  most  of  these  measures  are  of  material 
advantage  to  banks  in  the  safe  conduct  of  their  business.  It  is  unnec- 
essary in  this  report  to  detail  or  to  refer  to  the  salient  features  of  the 
various  bills  which  have  be^i  passed  as  this  would  duplicate  the  report 
to  be  made  by  the  Committee  on  State  Legislation.  In  the  prosecu- 
tion of  this  work  to  such  successful  results  there  has,  of  course,  been 
devolved  upon  the  office  of  Qeneral  Counsel  an  enormous  mass  of  ccnrre- 
spondenoe  containing  advice,  suggestions,  arguments  and  explanations 
in  connection  with  particular  bills,  many  of  which  have  been  drafted 
by  the  General  Counsel  to  carry  out  needed  reforms  in  the  state  laws. 

CHBOKS  or  FiDUCIABIES 

Owing  to  the  imsettled  condition  of  the  law  due  to  conflicting  and 
uncertain  decisions  bearing  on  the  responsibility  of  a  bank  which  re- 
ceives on  deposit  or  pays  the  check  of  an  officer  of  a  corporation  or 
other  fiduciary  drawn  to  his  personal  order,  which  turns  out  to  be 
unauthorized  and  a  misappropriation,  the  banks,  especially  in  the  large 
commercial  centres,  have  been  desirous  of  procuring  the  passage  of  a 
law  which  would  relieve  them  from  the  impracticable  duty  of  inquiry 
which  might  be  devolved  upon  them  in  such  cases.  The  New  York 
State  Bankers  Association  took  the  initiative  in  causing  a  bill  to  be 
introduced  in  the  last  session  of  the  New  York  Legislature  containing 
a  proposed  amendment  to  the  Negotiable  Instruments  Act  which  in 
substance  provided  that  the  making  of  a  check  by  an  official  or  fidudarj 
to  his  personal  order  and  his  negotiation  or  cashing  of  such  chedc  mt 
a  bank  for  his  personal  credit  should  not  put  the  bank  on  inquiry  as 
to  the  authority  of  the  official  or  fiduciary  nor  charge  the  bank  with 
knowledge  of  any  defect  in  the  check.  General  Counsel,  at  the  request 
of  the  New  York  State  Bankers  Association,  appeared  with  others  in 
behalf  of  that  Association  before  the  Judiciary  Committee  of  the  New 
York  Assembly  m  tavor  ot  tne  Diii  ana  later  appeared  before  the 
Governor  after  the  bill  had  passed  both  Houses. 

The  bill  was  opposed  by  members  of  the  Commissioners  on  ¥niform 
State  Laws  on  the  ground  that  it  was  unnecessary  and  would  detract 
from  the  uniformity  of  the  Negotiable  Instruments  Act  and  the  Got- 
emor  was  prevailed  upon  to  veto  it.  Following  this,  at  the  spring 
meeting  of  the  Executive  Council  held  May  19  a  resolution  was  adopted 
that  the  General  Counsel  draft  and  the  Committee  on  State  Legisla- 
tion recommend  for  enactment  in  the  various  states  where  needed,  an 
amendment  of  the  Negotiable  Instruments  Act  or  other  form  of  statute 
which  would  make  it  reasonably  safe  for  banks  to  receive  on  deposit 
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or  to  pay  checks  drawn  by  officials  of  corporations  or  other  fiduciaries 
to  their  personal  order;  farther  that  the  General  Ck>nn8el  endeavor  to 
pToeore  the  recommendation  of  soch  legislation  bj  ths  Commissioners 
on  Uniform  State  Laws.  In  pursuance  of  this  resolution  Qeneral 
Counsel  prepared  a  tentative  draft  of  statute  and  appeared  before  the 
Commi8si<mers  on  Uniform  State  Laws  at  their  annual  session  in  Bos- 
ton held  August  of  this  year.  Under  the  procedure  of  the  Oommis- 
sioners  no  subject  of  proposed  legislation  can  be  presented  for  con- 
sideration by  tiiat  body  until  it  is  first  presented  to  and  receives  the 
favorable  recommendation  of  a  special  committee  known  as  the  Com- 
mittee on  Plan  and  Scope.  General  Counsel  presented  the  proposed 
draft  to  that  Committee  with  arguments  in  its  favor.  It  is  expected 
that  the  same  will  be  favorably  considered,  in  which  event  the  pro- 
cedure will  be  to  refer  the  subject  to  the  Committee  on  Commercial 
Law  of  the  Commissiimers  who  will  investigate  and  make  a  report  at 
the  next  annual  session  of  the  Commissioners.  It  is  impossible  under 
the  procedure  of  the  Commissioners  to  newly  present  a  subject  of  legis- 
lation and  obtain  action  thereon  at  the  same  annual  session.  The 
necessary  steps  to  carry  out  the  full  purpose  of  the  resolution  will  be 
taken  by  the  General  Counsel  in  due  course. 

B11X8  or  Labino 

The  Federal  Bills  of  Lading  Act  was  passed  by  Congress  August  29, 
I916y  after  ten  years  of  effort  on  the  part  of  the  American  Bankers 
Association  and  commercial  organizations.  Before  the  passage  of  the 
Act,  the  railroad  whose  agent  issued  either  fraudulently  or  as  matter 
of  accommodation  to  a  shipper,  a  bill  of  lading  for  which  no  goods 
had  been  receive^,  was  not  responsible  to  a  bank  or  other  purchaser 
who  had  advanced  value  on  faith  of  the  recitals  in  the  bill.  The  Act 
changed  the  law  and  provided  this  rule  of  liability;  it  provided  negotia- 
bility for  bills  of  lading,  punished  forgery  thereof  and  in  many  other 
ways  provided  an  adequate  code  of  law  applicable  to  modem  condi- 
tions under  which  the  commerce  of  ^e  country  is  moved  and  marketed 
through  the  instrumentality  of  bills  of  lading  and  by  means  of  ad* 
▼anoes  by  the  banks. 

Within  the  last  year  Section  41  of  the  Federal  Bills  of  Lading  Act 
which  provides  for  the  punishment  of  any  person  who  forges  a  bill  of 
lading,  has  been  judicially  tested  and  declared  constitutional  by  the 
Supreme  Court  of  the  United  States.  A  shipper  in  Cincinnati  forged 
eertaln  bills  of  lading  purporting  to  represent  goods  received  in 
Indiana  for  shipment  to  Cincinnati  by  the  Cincinnati,  Hamilton  and 
I>ayt<m  Railway  Company  and  upon  these  forged  bills  of  lading  he 
procured  advances  from  the  baidc.  When  indicted  under  the  Act 
he  demurred  on  the  ground  that  no  crime  had  been  committed  because 
the  Federal  Bills  of  Lading  Act  was  unconstitutional  and  void,  espe- 
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dally  Section  41,  in  so  far  as  it  attempts  to  make  it  a  crime  and 
punish  a  person  who  forges  a  bill  of  lading  where  no  shipment  from  <»• 
state  to  another  is  made  or  intended.'  It  was  asserted  that  the  Act 
could  only  apply  to  bills  of  lading  representing  actual  shipments  of 
merchandise  or  commerce  between  the  states  and  if  intended  to  apply 
to  wholly  fictitious  shipments,  it  was  unconstitutional  and  Toid  so  far 
as  fictitious  shipments  are  concerned,  because  the  power  of  Congress 
to  legislate  upon  this  subject-matter  is  based  wholly  and  solely  upon 
the  commercial  clause  of  the  Constitution,  and  if  there  is  no  commerce 
there  is  no  jurisdiction.  This  demurrer  was  sustained  by  the  District 
Court  of  the  United  States  for  the  Southern  District  of  Ohio  but  the 
Supreme  Court  of  the  United  States  on  June  2,  1919,  rendered  a  de- 
cision reversing  the  judgment  of  the  court  below  and  upholding  the 
con8tituti<mality  of  Section  41  and  of  the  entire  Federal  Bill  of  Lading 
Act. 

The  American  Bankers  Association  played  such  a  large  part  in  pro- 
moting the  enactment  of  this  measure  that  it  is  peculiarly  gratifying 
to  be  enabled  to  record  that  its  constitutionality  has  been  upheld  bj 
the  hij^iest  court  in  the  land. 

Misuse  of  Name  ^Amebioan  BAinusss  Assogiation" 

Quite  recently  a  case  arose  wherein  it  became  necessary  for  the 
American  Bankers  Association  to  protect  its  name  against  misuse  grow- 
ing out  of  a  statement  on  the  printed  letterheads  and  circulars  of  a 
non-member  concern  in  Texas— the  Houston  Bank  and  Trust  Company, 
unincorporated,  of  Channel  City,  Texas — ^that  it  was  a  member  of  the 
American  Bankers  Associatiim.  This  unincorporated  concern  was  for- 
merly a  member  of  the  Association  but  its  membership  ceased  on 
August  31,  1918. 

During  the  last  summer,  printed  circulars  and  other  literature  were 
sent  broadcast  over  the  country  by  the  Houston  Bank  and  Trust  Com- 
pany offering  for  sale  certain  oil  stock  and  containing  the  false  and 
misleading  statement  that  it  was  a  member  of  the  American  Bankers 
Association.  The  general  offices  were  flooded  with  complaints  from 
members  and  others  l^  whom  such  literature  was  reoeiyed  criticising 
these  acts,  inquiring  whether  the  Houston  concern  was  a  member  and  in- 
sisting that  steps  be  taken  to  stop  the  cireularisation  of  daim  of  mem- 
bership in  the  American  Bankers  Association  in  connection  with  such 
literature.  The  telegraphic  and  written  demand  of  the  General  Secre- 
tary of  the  American  Bankers  Association  that  the  issue  of  cireolars 
containing  the  unauthorised  statement  of  membership  in  the  Associa- 
tion be  immediately  stopped,  being  disregarded,  the  matter  was  placed 
in  the  hands  of  the  General  Counsel,  who  employed  attorneys  in  Hous- 
toB»  Texas,  and  an  injunction  was  obtained  which  was  served  on  the 
defendant  on  August  4  restraining  the  Houston  Bank  and  Trust  Com- 
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paiiy,  unincorporated,  of  Channel  City,  Texas,  its  officers,  agents, 
serrants  and  employees  from  advertising  and  circularizing  tliat  it  was 
a  member  of  the  American  Bankers  Association.  The  copy  of  the 
injnncticm  order  was  published  in  full  in  the  August  issue  of  the 
JouBNAL  of  the  Association  (page  80).  Notwithstanding  this,  for 
seyeral  days  thereafter,  the  defendant  continued  the  mailing  of  the 
usual  circulars  and  literature  for  the  sale  of  oil  stock,  many  of  such 
circulars  eontaining  the  same  false  statement  of  membership,  although 
in  some  of  the  circulars  issued  after  service  of  the  injunction  an  at- 
tempt was  made  to  obliterate  by  striking  a  line  through  the  words 
''American  Bankers  Association."  Proceedings  were  promptly  insti- 
tuted to  punish  the  defendants  for  contempt  for  this  yiolation  of  the 
injunction,  and  depositions  were  taken  from  a  number  of  bankers  who 
had  received  such  circulars  issued  after  service  of  the  injunction.  These 
proceedings  are  stiU  pending  at  the  date  of  ihe  writing  of  this  report 
(September  13).  But  since  the  middle  of  August  the  mailing  of  such 
circulars  appears  to  have  ceased. 

BUBGLABT  INBUBANGB 

Certain  technical  defects  in  the  Bank  Burglary  and  Robbery  Policy 
of  the  American  Bankers  Association  copyrighted  in  1918,  have  de- 
veloped and  a  movement  is  under  way  to  revise  the  policy  and  copy- 
right a  new  form.  Early  in  September  (General  Coimsel,  upon  request 
of  the  Insurance  Committee  of  the  Association,  attended  a  meeting 
of  that  Committee  at  Atlantic  City  in  conference  with  some  twenty 
representatives  of  companies  throughout  the  country  which  write 
Burglary  Insurance,  known  as  the  Burglary  Underwriters'  Association. 
An  all-day  discussion  took  place  relating  to  every  feature  of  the  policy 
and  there  was  a  mutual  interchange  of  points  of  view  of  the  respective 
interests.    The  work  of  drafting  a  new  form  is  now  proceeding. 

Pboteohvb  Wobk 

In  connection  with  the  work  of  the  Protective  Committee  in  ferret- 
ing out  criminals  who  prey  upon  the  general  membership,  the  office 
of  General  Counsel  is  quite  continuously  employed  in  matters  of  con- 
sultation and  advice  as  to  the  interpretation  of  the  criminal  laws  of 
the  dilTerent  states,  determining  the  character  of  particular  crimes  and 
the  amenability  of  offenders  to  punishment.  There  is  close  co-operation 
with  Manager  Ckunmon  of  the  Protective  Department  in  this  important 
branch  of  the  work  of  the  Association. 

Spboial  Fobk  or  Tax  Retubn  fob  Baitks 

At  the  Spring  meeting  of  the  Executive  Council,  upon  recommendation 
of  the  Committee  on  Federal  Legislation,  the  Qeneral  Counsel  was 
instructed  to  endeavor  to  procure  from  the  Commissioner  of  Internal 


Digiti 


zed  by  Google 


76  FOETT-FIPTH  ANNUAL  CONVENTION 

Revenue  the  adoption  of  a  special  form  of  income  tax  blank  for  the 
making  of  returns  of  banks.  This  subject  has  been  taken  up  with 
officials  in  the  office  of  the  Commissioner  of  Internal  Revenue  by  Assist- 
ant Counsel  Paton,  and  the  point  has  been  reached  where  such  officials 
are  willing  to  co-operate  in  the  creation  and  promulgation  of  such  a 
special  form.  Their  objection  at  first  was  that  if  they  made  a  special 
form  for  banking  corporations,  it  would  set  a  dangerous  precedent  for 
other  classes  of  corporations  who  would  make  similar  demands,  and  a 
further  objection  was  that  after  a  bank  had  once  undergone  the  labor 
and  trouble  of  making  out  its  return  on  the  general  corporation  form 
for  the  first  year,  it  had  already  done  all  the  work  and  the  filling  in 
of  forms  for  subsequent  years  would  be  a  comparatively  simple  mat- 
ter. These  objections  were  met  and  upon  realization  that  much  good 
could  be  accomplished  by  a  special  form  of  bank  return  it  was  suggested 
that  we  present  a  concrete  form  which  would  be  approved  by  the  banks. 
This  is  the  point  at  which  we  have  now  arrived  and  banks  interested 
in  this  subject  are  being  requested  to  offer  suggestions  as  to  what 
should  be  contained  in  a  special  form  for  banks,  or  prepare  and  present 
a  tentative  form,  so  that  ultimately  an  agreed  form  may  be  completed 
suitable  for  the  returns  of  banks  which  can  be  presented  to  the  Com- 
missioner of  Internal  Revenue  with  request  for  its  adoption. 


Office  Routimk 

The  Library  of  the  General  Counsel  is  equipped  with  the  complete 
statutory  enactments  of  all  the  states,  kept  down  to  date,  and  with 
reports  of  decisions  of  all  the  courts  of  last  resort  since  1009.  For 
decisions  prior  to  that  time  the  facilities  of  one  of  the  general  Law 
Libraries  in  the  City  of  New  York  are  utilized.  There  is  also  a  fairly 
complete  collection  of  text  books  on  banking,  bills  and  notes  and 
kindred  topics.  The  work  of  collecting  and  maintaining  an  effective 
law  library  suited  to  the  particular  needs  and  demands  made  upon  the 
office  has  devolved  upon  Assistant  Herrick  J.  Skinner  of  the  New  York 
Bar,  who  also  has  in  charge  the  receipt  and  classification  of  all  billsy 
amendments  and  reports  of  Committees  introduced  in  Congress  affect- 
ing banks;  also  the  filing  and  classifying  of  the  numerous  manuscript 
or  unpublished  legal  opinions  which  are  rendered  to  the  members  by 
the  General  Counsel  upon  submitted  questions.  The  number  of  re- 
quests from  members  for  legal  advice  upon  particular  transactions 
involving  questions  of  right  or  of  loss  and  liability  have  increased 
enormously,  and  Assistant  Frank  W.  Jones  of  the  New  York  Bar  is 
kept  constantly  employed  under  the  supervision  of  the  General  Counsel 
in  investigating  and  searching  for  decisions  and  precedents  applicable 
to  the  facts  of  particular  cases  submitted  which  will  aid  in  the  solu- 
tion of  the  legal  problems  presented. 
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DioiBT  OF  Legal  Qpimoirs 

In  pursuance  of  a  resolution  of  the  ExecutWe  Ck>uneil,  the  legal 
opinions  of  the  General  Counsel  which  have  been  published  in  the 
JouBKAi.  of  the  Association  for  the  last  eleven  years,  have  been  digested 
and  published  in  book  form.  The  work  of  digesting  was  completed  and 
the  manuscript  turned  over  to  the  printer  about  the  first  of  July  last. 
Distribution  of  the  book  to  fill  advance  orders  received  began  Septem- 
ber 6.  Pending  publication  of  the  Digest  and  to  estimate  in  advance 
approximately  how  many  copies  should  be  printed,  circulars  were 
mailed  to  all  member  and  non-member  banks  describing  the  Digest  and 
enclosing  order  blanks,  the  price  being  fixed  for  members  at  $2.60  per 
copy  and  for  non-members  at  $5  per  copy.  It  is  gratifying  to  report 
that  down  to  September  1  the  number  of  orders  for  the  Digest  totaled 
4,844;  that  the  orders  are  continuing  to  come  in  and  sales  are  con- 
stantly increasing;  further  that  a  considerable  number  of  non-mem- 
bers have  joined  the  Association  to  obtain  the  benefit  of  the  reduced 
price  of  the  book  to  members.  In  fixing  the  price  to  members  it  was 
not  aimed  that  the  Association  should  derive  any  substantial  profit,*  but 
simply  sell  the  book  at  a  figure  which  would  cover  the  cost.  The  en- 
tire work  of  digesting  and  of  marketing  this  book  has  been  in  the 
hands  of  Assistant  Counsel  Paton,  to  whom  any  credit  is  due.  Stating 
figures  approximately,  the  gross  income  from  orders  to  September  1 
last,  including  cash  received  in  advance  and  amounts  receivable,  is 
$12,260.  Of  this  there  has  been  received  in  advance  approximately 
$3,000,  leaving  bills  receivable  approximating  $9,260.  The  total  ex- 
penses for  printing  (6,000  copies),  wrapping  and  mailing  the  book, 
including  clerical  services  and  other  incidental  expenses  approximates 
$7,100,  which  leaves  a  net  income  to  the  Association  upon  books  already 
sold  at  the  close  of  the  fiscal  year  of  approximately  $6,000.  It  Is  to 
be  noted  that  all  the  orders  thus  far  received,  with  slight  exception, 
have  been  in  advance  of  the  issue  of  the  book  and  simply  as  a  result 
of  circularization.  The  printing  of  6,000  copies  has  covered  this  and 
left  a  margin  of  about  1,000  to  spare.  It  is  quite  probable,  now  that 
the  book  is  issued,  there  will  be  an  increased  demand  which  will  call 
for  a  second  edition. 


ANNUAL  EEPOBT  OP  PKOTECTIVE  DEPAETMENT 

L.  W.  Gammon,  Manager 

During  the  period  covered  by  this  report  there  has  been  a  marked 
increase  in  the  number  of  crimes  against  members  of  this  Association, 
particularly  in  the  burglarizing  of  vaults,  safe  deposit  boxes  and  the 
dayli^t  hold-ups.     As  a  matter  of  fact,  all  classes  of  crime  have 
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materially  increased  during  the  past  year  owing  to  the  unsettled  con- 
ditions, and  I  do  not  look  for  any  let  up  in  crime  for  some  time  to  come. 

Abbests 

For  the  period  from  September  1,  1918,  up  to  and  including  August 
81,  1919,  I  beg  to  report  as  to  the  operations  against  criminals,  as 
follows : 

Total  cases  not  disposed  of,  arrested  prior  to  September  1,  1918 160 

Total  arrests  since  September  1,  1918 478 

628 

Convicted 273 

Released,  escaped,  died  and  insane 132      405 

Awaiting  trial 223 

BlTBQLABIES,    ATTEMPTED    BtTBOLABIBS    AND   SNEAK    THEFTS 

Since  September  1,  1918,  up  to  and  including  August  31,  1919,  there 
have  been  burglaries  and  attempted  burglaries  on  members,  and  similar 
crimes  on  non-members,  as  follows: 

Members    Non-Members 

Arkansas 3  1 

California 2  1 

Colorado 1 

Connecticut  1 

Georgia  1  2 

Idaho  1 

Illinois   20  26 

Indiana 5  11 

Iowa   3  2 

Kansas   6  1 

Kentucky  1 

Louisiana    1 

Maine  1 

Michigan 3  1 

Minnesota   1  2 

Missouri    6  2 

Nebraska  1 

New  York 1  2 

North  Dakota 2  6 

Ohio    3  4 

Oklahoma  2  3 

Oregon 1 

Pennsylvania   1                                 ^ 
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Members    Non-lfemben 

South  Dakota 1 

Tenneaaee 3 

Texas 1 

Washington 4 

West  Virginia 2 

Wiso(mBin  2  2 

Of  the  attacks  on  members  50  were  successful  burglaries,  27  unsuocess- 
f ul  burglaries. 

Of  the  attacks  on  non-members  46  were  successful  burglaries,  23  un- 
successful burglaries. 

The  loss  sustained  by  members  in  connection  with  burglaries  was 
$98,892.29,  while  the  loss  sustained  by  non-members  amounted  to  $114,- 
496.39. 

There  have  been  54  hold-ups  on  members,  with  a  loss  of  $424,802.72, 
also  10  sneak  thefts  with  a  loss  of  $28,175.75. 

During  the  same  period  there  have  been  61  hold-ups  on  non-members 
with  a  loss  of  $271,733.54. 

Our  members,  as  a  rule,  report  all  attacks  on  them,  also  the  exact 
loss  sustained;  while  on  the  other  hand  non-members  rarely  report 
attacks  on  them,  or  the  loss,  with  the  result  that  we  do  not  obtain  a 
reeord  of  some  of  these  attacks  or  losses. 

The  following  figures  are  given  for  your  information  of  reported 
burglaries  and  attempted  burglaries  on  banks  since  the  inauguration 
of  the  Protective  Features,  such  as  are  known: 

Non-members  1791      Loss $8,707,795.11 

Members 663      Loss 636,390.14 

Difference  1128  $8,171,404.97 

COBBESPONI»NOB 

During  the  twelve  months  ending  August  31,  1919,  the  Proteetive 
Department  has  received  29,910  reports  and  other  communications  from 
oar  Detective  Agents.  The  Department  has  also  received  1090  letters 
and  telegrams,  and  written  2621  letters  and  telegrams.  These  figures 
do  not  include  circular  letters  and  similar  communications. 

Photoobafhs 

The  Department  now  has  6350  photographs  of  criminals,  comprising 
burglars,  hold-up  men,  sneak  thieves,  forgers  and  bogus  check  operators, 
with  a  complete  record  of  each. 

OrnoES  or  Oub  Dbtsotivs  Aoszttb 

Hie  William  J.  Bums  International  Detective  Agency,  Inc.,  now  have 
20  offices  of  their  own  in  this  country,  as  follows:     Los  Angeles  and 
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San  7ranciB00»  California;  Denver,  Colorado;  Chioago,  Illinois;  New 
Orleans,  Louisiana;  Baltimore,  Maryland;  Boston,  Massachusetts; 
Detroit,  Michigan;  Minneapolis,  Ifinnesota;  Kansas  City  and  St  Lonis, 
Missouri;  Buffalo  and  New  York  City,  New  York;  Cleveland,  Ohio; 
Portland,  Oregon;  Philadelphia  and  Pittsborgh,  Pennqrlvania;  Houston, 
Texas;  Seattle  and  Spdcane,  Washington. 

They  also  have  special  representatives— M.  D.  Clemens,  820  Fleming 
Building,  Des  Moines,  Iowa;  Q.  S.  Burt,  P.  O.  Box  179,  Cincinnati, 
Ohio;  L.  F.  Squires,  908  Colcord  Building,  Oklahoma  City,  Oklahoma; 
R.  L.  Wallace,  306  Bank  of  Commerce  and  Trust  Building,  P.  O.  Box 
464,  Memphis,  Tennessee,  and  F.  F.  Dearing,  St.  George  Hotel,  Dallas, 
Texas. 

They  also  have  offices  of  their  own  in  Montreal  and  Toronto,  Canada; 
and  London,  England;  also  special  representative  C.  S.  McTeigh,  605 
Vancouver  Block,  Vancouver,  Canada. 

The  Association  has  a  special  representative  at  Atlanta,  Ga.,  L.  P. 
Whitfield,  921  Healey  Building. 

I  wish  at  this  time  to  thank  the  Federal,  state,  county  and  local 
authorities  throughout  the  United  States  for  their  co-operation,  for 
they  have  aided  this  Department  very  materially  in  the  investigation 
of  cases  during  the  fiscal  year. 


ANNUAL  REPORT  OF  THE  TREASURER 
Jambs  D.  Hoqb 

On  September  1, 1918,  the  cash  balance  was  $6,440.22.  On  September 
1,  1010,  the  cash  in  my  hands  as  Treasurer  at  the  close  of  the  fiscal  3rear 
was  $1,131.81,  with  all  bills  paid.  In  addition,  there  was  a  cash  balance 
in  the  Journal  account  of  $524,  and  a  cash  balance  in  the  pre-paid  dues 
account  for  1010-1020  ef  $2,704.20  —  total  cash  on  hand  from  all  sources, 
$4,360.10.  It  has  been  deemed  advisable  this  year,  acting  under  authority 
of  the  Executive  Council,  to  sell  securities  owned  by  the  Association 
for  the  purpose  of  liquidating  the  indebtedness  incurred  in  the  First 
Liberty  Loan  Campaign  and  the  purchase  of  the  Del  Mar  Library.  The 
securities  sold  were  the  New  York  City  Corporation  3H'8»  costing 
$25,506.67,  for  which  we  received  $25,752.50.  There  is  a  deficit  on  the 
actual  year's  business  amounting  to  $11,315.82. 

Drafts  to  the  number  of  10,387  were  drawn  September  1,  calling  for 
the  payment  of  $308,625.  This  is  based  on  the  new  schedule  of  dues, 
and  represents  an  increase  of  $101,585  over  last  year  and  an  increase 
of  1,388  in  number  of  drafts. 

Again  I  wish  to  express  my  thanks  for  the  honor  conferred  upon  me 
in  electing  me  to  this  office.  It  has  been  a  great  pleasure  to  work  with 
the  General  Secretary  and  his  competent  sta£f  of  assistants  in  the  Qenerml 
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offices.    I  have  found  them  ready  to  reqxmd  to  any  call  and  always 
attentiye  to  the  buBinesB  of  the  Association. 

The  list  of  securities  held  by  the  Association  follows: 

GairiedOn 
ParVahie    Books  At    Market  Value         Cost 
Chicago,  Buriington 

and    Quincy,    BL 

Division^   4's  due 

1949 $50,000.00     $47,400.00     $40,250.00     $50,843.75 

Chicago,  Burlington 

and  Quincy,  Joint 

4's  due  1921 12,000.00       11,600.00       11,400.00       11,550.09 

Atchison,        Topeka 

and     Santa     Fe, 

General  Mortgage 

4'8  due  1M5 30,000.00       28,500.00       23,287.50       30^25.00 

$92,000.00     $87,500.00     $74,937.50     $93,227.84 
Respectfully  submitted, 

Jambs  D.  Hoob, 
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TREASURER'S  FINANCIAL  REPORT 

For  VnoAii  Ybar  Smdiho  Auoubt  81.  1910 
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SECOND  DAY'S  SESSION 
Wednesday,  Octobee  1,  1919 

President  Maddox  called  the  session  to  order  at  10:30  a.  m. 
After  an  invocation  by  Monsignor  J.  H.  Tanratb,  pastor  of 
The  Old  Cathedral  and  Chancellor  of  the  Archdiocese  of  St. 
Louis,  the  first  business  was  the  report  of  the  Committee  on 
Federal  Legislation. 

REPORT  OF  COMMITTEE  ON  FEDERAL  LEGISLA- 
TION 

Waldo  Newcomer,  Chairman 

Since  your  last  convention  your  Committee  on  Federal  Legislation 
hu  endeavored  to  keep  an  eye  on  the  numerous  bills  introduced  into 
the  65th  and  66th  Congresses. 

Id  December  the  PheUn  and  Hitchcock  bills  were  introduced  in 
the  Home  and  Senate  and,  as  finally  passed,  amended  Sections  7,  10 
aod  11  of  the  Federal  Reserve  Act,  and  Section  5172  of  the  United 
States  Revised  Statutes. 

The  amendment  to  Section  7  authorised  Federal  Reserve  banks  to 
apply  their  net  earnings  to  the  increase  of  their  surplus  imtil  it  equals 
100%  of  the  subscribed  (not  paid  in)  capital  and  provides  that  there- 
after 10%  of  such  net  earnings  shall  be  paid  into  surplus.  Your  com-  ^ 
mittee  argued  in  favor  of  an  amendment  permitting  the  member  banks 
to  carry  the  stock  of  the  Federal  Reserve  banks  on  their  books  at 
book  value,  or  some  reasonable  proportion  thereof,  and  that  future 
purchases  by  new  members  or  those  increasing  their  stock,  and  sales 
l^  those  going  into  liquidation,  should  be  at  the  value  so  fixed  and, 
furthermore,  that  the  member  banks  be  given  an  increased  dividend 
not  to  exceed  10%  of  the  cost  of  their  stock.  These  suggestions  ap- 
peared to  be  favorably  received  by  the  members  of  the  committee 
but  were  not  enacted  into  law. 

T£e~'amen3fikeht  to  Section  10  provided  that  the  restriction  as  to 
the  ineligibility  of  members  of  the  Federal  Reserve  Board  to  accept 
positions  in  banks  for  two  years  after  they  cease  to  be  members  of 
the  Board  shall  not  apply  to  a  member  who  has  served  the  full  term 
for  which  he  was  appointed.  Your  committee  at  first  viewed  this  as 
personal  legislation  and  opposed  it,  but  upon  the  explanation  that  it 
had  no  connection  with  the  members  then  retiring  but  was  a  move 
to  enable  them  to  secure  desirable  members  of  the  Board,  our  oppo- 
sition was  withdrawn. 
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The  amendment  to  Section  11  permits  member  banks  to  exceed  the 
10%  limit  of  loans  to  an  individual,  provided  that  the  excess  notes, 
not  exceeding  an  additional  10%,  are  secured  by  bonds  or  notes  of  the 
United  States  issued  since  April  24,  1917,  or  U.  S.  certificates  of  in- 
debtedness. 

The  amendment  to  Section  5172  of  the  United  States  Revised 
Statutes  permits  the  use  of  engraved  signatures  of  officers  on  National 
bank  notes. 

The  Phelan  bill  as  introduced  and  reported  to  the  House  contained 
provisions  providing  for  branches  of  National  banks  in  cities  against 
which  your  committee  protested,  and  the  provision  was  not  retained 
in  the  Senate  bill  and  did  not  become  a  law. 

Your  committee  was  active  in  connection  with  the  Revenue  bill 
during  its  passage  through  Congress  and  successfully  urged  two  amend- 
ments: 

(1)  Eliminating  stamp  tax  on  checks;  and  (2)  the  insertion  of 
adequate  provision  protecting  mercantile  taxpayers  in  the  case  <^ 
material  reduction  in  the  value  of  the  inventories. 

Unsuccessful  efforts  were  made  to  promote  the  passage  of  a  bill  to 
extend  the  franking  privilege  to  banking  institutions  in  connection 
with  business  relating  to  the  collection  of  instalment  payments  upon 
subscriptions  to  the  Liberty  loans. 

Several  bills  were  presented  for  the  relief  of  contractors  and  your 
committee  without  attempting  to  make  any  decision  as  to  which  of 
several  bills  was  the  better,  strongly  urged  the  prompt  passage  of 
some  bill  that  would  grant  relief  in  this  most  important  matter. 

The  Appropriation  bill  which  passed  the  House  on  January  18  con- 
tained a  provision  for  the  abolition  of  the  sub-treasuries.  The  American 
Bankers  Association  at  its  last  convention  took  the  ground  that  the 
abolition  of  the  sub-treasuries  at  this  time  was  unwise  and  your  com- 
mittee took  action  in  opposition  to  such  abolition.  On  January  31 
the  Senate  Committee  on  Appropriations  reported  the  bill  with  an 
amendment  which  struck  out  the  provision  of  abolishment  and  sub- 
stituted appropriations  for  the  officers  and  employees  of  the  various 
sub-treasuries  and  the  bill,  thus  amended,  finally  became  a  law. 
There  was  introduced,  however,  in  the  66th  Congress,  House  bill  6749, 
providing  for  the  immediate  abolition  of  the  sub-treasiuies,  but  at 
the  time  of  writing  this  report  we  understand  that  the  Committee  are 
likely  to  report  a  recommendation  that  all  the  sub-treasuries  be  con- 
tinued for  five  years,  at  the  end  of  which  time  all  shall  be  abolished 
except  three,  which  will  become  permanent. 

On  February  8  your  committee  submitted  a  referendum  to  the 
Federal  Legislative  Council,  at  the  request  of  the  Savings  Bank  Sec- 
tion, requesting  their  vote  for  or  against  certain  proposed  amendments 
to  the  Federal  Reserve  Act  which  would  permit  mutual  savings  banks 
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Without  capital  stock  to  become  membere  of  the  Federal  Resenre 
BytAem  and  authoriie  the  Federal  Reserve  Board  by  regulation  to 
define  savings  accounts.  A  majority  having  voted  in  favor  of  the 
proposed  amendments  as  provided  in  the  Constitution,  the  polioy  of 
the  Association  was  thereby  determined  in  favor  of  this  legislation  and 
bills  canying  same  into  elfect  were  introduced  in  the  House  by  Mr. 
Moon,  of  Tennessee,  and  in  the  Senate  by  Senator  Calder,  of  Sew 
York,  which  bills  were  referred  to  the  respective  Committees  on 
Banking  and  Currency  of  both  houses.  Congress  adjourned,  however, 
before  there  was  opportunity  for  action  on  such  bills. 

At  the  Spring  meeting  of  the  Executive  Coimcil,  on  motion  of  the 
Savings  Bank  Section,  the  Committee  on  Federal  Legislation  was  in- 
Btructed  to  take  no  further  action  in  urging  the  proposed  amendment 
for  the  admission  of  Mutual  Savings  banks,  a  difference  of  view  having 
developed  among  the  members  of  that  section  as  to  the  advisability 
of  pressing  such  amendment.  But,  at  that  meeting  a  resolution  was 
adopted,  that  the  Conmiittee  urge  an  amendment  to  the  Federal 
Reserve  Act,  endeavoring  to  prociire  the  cooperation  of  the  Federal 
Reserve  Board,  permitting  incorporated  savings  banks  to  join  the 
Federal  reserve  system,  and  also  an  amendment  to  Section  5154  of 
the  U.  S.  Revised  Statutes,  which  would  authorise  incorporated  savings 
banks,  which  convert  into  National  banks,  to  maintain  separate  sav- 
ings departments  and  continue  to  discharge  the  same  functions  as  in 
the  State  System,  such  savings  departments  to  be  operated  imder  rules 
and  regulations  to  be  promulgated  by  the  Federal  Reserve  Board. 

Judge  Paton  has  been  in  conference  with  Mr.  Harrison  of  the  De- 
partment in  connection  with  this  matter  before  the  66th  Congress. 

Amendment  to  Section  5209— Penalty  Provision— at  the  Spring  meet- 
ing of  the  Executive  Council  our  attention  was  called  to  the  fact  that 
the  amendment  to  this  section,  designed  to  make  prosecutions  more 
effective  by  giving  the  judge  power  to  mitigate  the  extreme  penalty, 
had  been  loosely  drawn  and  as'  a  result  serious  offenses  were  receiving 
extremely  light  penalties.  Governor  Harding  was  interviewed  on  this 
subject  and  was  greatly  surprised  at  the  wording  of  the  amendment 
and  referred  the  matter  to  Judge  Elliott  for  correction. 

The  following  bills  have  also  had  our  best  attention: 

House  Bill  7589,  providing  for  the  shipment  of  currenpy  free  of 
charge  l^  the  Government.  This  bill  is  opposed  by  Secretary  Glass 
and  by  some  members  of  Congress.  There  seems  to  be  much  doubt  of 
the  passage  of  this  bill,  but  we  believe  it  to  be  fair  and  advantageous 
not  only  to  the  banks  but  to  the  public  in  general,  and  have,  there- 
fare  issued  a  circular  to  members  of  the  Federal  Legislative  Coimcil 
and  Executive  Council  urging  them  to  get  their  several  States  actively 
behmd  the  bill. 

Senate  Bill  170,  authorising  National  banks  to  open  branches  in 
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cities  of  over  500,000  inhabitants.  Your  Committee  has  filed  a  protest 
in  the  name  of  the  Association  against  branch  banking  in  any  form, 
and  requested  a  hearing  if  this  bill  is  likely  to  come  out  of  Committee. 
Our  information  is  that  it  will  not. 

Amendment  to  Section  6219,  clarifying  the  provision  relating  to 
State  taxation  of  National  banks  by  preventing  discrimination  and 
providing  for  a  limited  power  of  deduction  of  United  States  securities. 
Our  Committee  have  been  in  conference  with  members  of  the  Federal 
Reserve  Board  to  settle  upon  the  terms  of  a  bill  upon  this  subject  pre- 
liminary to  its  introduction  in  Congress. 

Senate  Bill  2574,  abatement  of  taxes  on  interest  due  non-resident 
aliens.    We  have  urged  this  strongly. 

Senate  Bill  2472— Tlie  Edge  Bill,  providing  for  corporations  to  be 
organised  for  the  purpose  of  engaging  in  international  or  foreign  bank- 
ing. Your  committee  has  been  cooperating  with  the  Committee  on 
Commerce  and  Marine  with  regard  to  this  bill  and  your  chairman 
took  up  with  Governor  Harding  the  question  of  a  few  amendments 
designed  to  protect  existing  commercial  banks  against  possible  com- 
petition. Governor  Harding,  however,  furnished  us  with  a  copy  of  the 
rules  under  which  the  Federal  Reserve  Board  proposed  to  require  the 
said  banks  to  operate  and  urged  us  not  to  insist  upon  changes  in  the 
law,  as  there  was  so  much  opposition  in  the  Senate  that  any  inter- 
ference was  likely  to  prevent  the  passage  of  the  bill.  We  believe 
that  the  rules  referred  to  protect  the  banks  and  have  stated  that  we 
would  not  press  the  amendments  unless  specifically  instructed  by  this 
Convention. 

Senate  Bill  2385,  the  McLean  bill,  permitting  National  banks  irre- 
spective of  capital,  to  invest  6%  of  capital  and  surplus  in  the  stodc 
of  Federal  or  State  banks  or  corporations  organized  to  engage  principally 
in  foreign  trade,  was  signed  by  the  President  on  September  11  and 
is  now  law.  Tliere  are  at  present  no  such  Federal  corporations,  but  the 
Edge  Bill,  above  referred  to,  is  designed  to  provide  such  a  daas  of 
corporations. 

House  Bill  7478,  permitting  National  banks  to  exceed  10%  limit 
when  lending  against  staple  commodities,  was  vigorously  pressed  and 
has  passed  the  House,  and  we  believe  is  in  a  fair  way  to  become  a  law. 

In  conclusion,  we  would  mention  that  the  Committee  has  been  fre- 
quently urged  to  take  up  bills  which  were  not  strictly  banking  matters, 
but  of  collateral  interest  to  banks  in  certain  parts  of  the  country. 
We  have  adopted  the  policy  of  declining  to  act  in  such  matters,  unlen 
the  matter  was  of  nation-wide  importance  or  we  were  instructed  by 
the  Cimvention,  the  Executive  Coimdl,  the  Administrative  Conunittee 
or  the  referendum.  We  have  also  been  requested  on  some  oocasionB 
to  employ  as  assistant  counsel  a  lawyer  who  periiaps  represented  o&> 
tain  banks  or  certain  merchants.    Your   Committee  has   taken   the 
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ground  that  our  official  counsel  is  the  general  counsel  of  the  Assooia- 
tion,  that  it  would  not  be  a  wise  policy  for  us  to  employ  such  assistant 
counsel  in  general,  and,  that  in  any  case,  we  did  not  regard  it  as  a 
proper  use  for  any  of  the  limited  funds  at  our  disposal. 

We  have  also  thought  it  wiser  to  save  ammunition  and  believe 
that  we  increased  the  effectiveness  of  our  attitude  on  the  bills  we  did 
take  up  by  ignoring  those  likely  to  be  strangled  in  Committee,  and 
for  rehable  information  on  this  point  we  are  greatly  indebted  to  our 
very  good  friend,  Mr.  H.  H.  McKee,  of  Washington. 

We  also  highly  appreciate  the  very  full-hearted  and  active  coopera- 
tion of  General  Counsel  Paton,  whose  assistance  and  advice  has  been 
at  the  service  of  the  Committee  at  all  times  and  has  proved  invaluable. 

President  Maddox:  Gaitlemen,  under  the  constitution  the 
Chairman  of  the  Executive  Council  is  required  to  make  a 
report  as  to  the  operations  of  the  Executive  Coimcil  during 
ihe  year.  I  will  make  the  report  as  brief  as  possible.  Of 
course,  a  great  many  things  the  Executive  Coimcil  did  during 
the  year  it  would  not  be  practical  to  put  in  this  report. 

REPORT  OF  EXECUTIVE  COUNCIL 

The  Executive  Coimcil  held  its  first  meeting  after  the  adjournment 
of  the  last  convention  in  Chicago  on  September  27. 

The  newly  elected  members  were  cordially  received  into  the  Council 
and  for  the  first  time  we  had  the  benefit  of  the  presence  of  the  Chair- 
man of  the  Agricultural  Commission  and,  as  members  ex-officio,  the 
First  Vioe-Preauients  of  the  several  Sections  who  were  made  eligible 
by  an  amendment  to  the  Constitution  at  the  last  convention. 

A  total  number  of  sixty-nine  members  answered  to  the  roll  call. 

The  following  officers  of  the  Association  were  then  elected: 

Fred.  £.  Famsworth,  General  Secretary;  Wm.  G.  Fitswilson,  Assistant 
Secretary;  James  D.  Hoge,  Treasurer;  Thomas  B.  Paton,  General 
CounseL 

The  Committee  on  Nominations  submitted  their  report  and  their 
nominations  as  suggested  therein  were  unanimously  adopted.  As  the 
perscimel  of  the  various  committees  was  published  in  the  Journal  I 
will  refrain  from  going  into  details  on  this  occasion. 

The  report  submitted  by  the  Finance  Committee  esti^iated  receipts 
for  the  ensuing  year  at  WOfilOO  and  recommended  appropriatioos  for 
the  fiscal  year  beginning  S^tember  1,  1018,  amounting  to  t288,7IS0. 
The  several  items  included  in  this  budget  were  carefully  considered 
and  the  report  was  approved. 
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The  following  banks  were  designated  depositaries  of  the  Association 
for  the  coming  year:  Union  Savings  A  Trust  Company,  Seattle,  Wash- 
ington; Continental  A  Commercial  National  Bank,  Chicago,  HL; 
American  Exchange  Jiational  Bank,  New  York  City. 

Several  invitations  were  presented  in  connection  with  the  spring 
meeting  of  the  Coimcil  and  after  some  discussion  a  resolution  was 
passed  authorising  the  Administrative  Committee  to  select  the  place 
of  meeting  and  perfect  arrangements. 

The  action  of  the  Executive  Council  at  its  previous  meeting  in 
September,  restricting  the  columns  of  the  Joiunal  to  articles  contributed 
by  officers  of  the  Association,  was  reconsidered  and  it  was  decided  to 
accept  such  articles  as  in  the  editor's  judgment  would  be  proper,  said 
articles  before  publication  to  be  approved  by  the  General  Secretaiy. 

After  a  few  discussions,  the  Coimcil  passed  a  resolution  permitting 
the  Editor  of  the  Jottbnal  to  accept  the  advertisements  of  banks  pro- 
vided that  the  advertisement  of  each  bank  be  limited  to  one-quarter 
of  a  page. 

The  Spring  Meeting  of  the  Executive  Coimcil  was  held  at  the 
Greenbrier  Hotel,  White  Sulphur  Springs,  W.  Va.,  on  May  20-21,  1919; 
103  members  responded  to  Uie  roll  call. 

Tlie  President  reported  that  as  provided  by  resolution  adopted  at 
the  last  Convention,  he  had  appointed  the  following  Committee  on 
Commerce  and  Marine: 

John  McHugh,  Chairman,  Fred  I.  Kent,  William  A.  Law,  Lewis  E. 
Pierson,  Charles  H.  Sabin,  F.  O.  Watts,  Daniel  G.  Wing,  Jrfm  E. 
Bouden,  Jr.,  Robert  F.  Maddox,  James  J.  Fagan,  John  L.  Hamilton, 
Robert  N.  Harper,  Charles  A.  Hinsch,  Thomas  B.  McAdams,  Arthur 
Re3aiolds,  William  F.  Collins,  Secretary. 

The  President  reported  that  owing  to  the  resignations  of  Joseph  A 
McCord  of  Atlanta,  Georgia,  and  John  Perrin  of  San  Francisco,  there 
were  two  vacancies  on  the  Currenoy  Commission,  and  the  Coundl  ap- 
proved the  election  of  Andrew  J.  Frame  of  Waukesha,  Wisconsin  and 
Judge  O.  E.  Dunlap  of  Waxahachie,  Texas,  to  fill  these  vacancies. 

The  invitation  to  hold  our  forty-fifth  annual  convention  in  St.  Louis 
was  unanimously  accepted  and  the  dates  were  fixed  for  September 
29-30  and  October  1-2. 

The  President  reported  that  Mr.  Jerome  Thralls,  who  had  so  ably 
and  so  long  served  the  National  Bank  Section  as  its  Secretaiy,  had 
resigned  and  that  Frederick  W.  Hyde  had  been  elected  as  his  successor. 
Mr.  Thralls'  resignation  necessitated  the  election  of  another  secretary 
for  the  Clearing  House  Section  and  the  election  of  Mr.  Amos  F.  Hill 
to  fill  this  vacancy  was  approved. 

Mr.  George  F.  Allen  was  elected  librarian  in  place  of  Mr.  Welton. 

The  President  reported  the  following  appointments  on  the  Agricul- 
tural Commission  for  the  ensuing  year:    Joseph  Hirsch,  W.  C.  Gordon, 
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B.  C.  Powell,  George  £.  Roberts,  O.  N.  Sams,  Fred  N.  Shepherd,  J.  R. 
Wheeler. 

The  Council  unanimously  passed  a  resolution  recommending  the 
adoption  by  Congress  of  the  budget  system. 

A  committee  consisting  of  H.  H.  McKee,  F.  E.  Fkumsworth  and  F. 
W.  Hyde,  was  appointed  to  draft  resolutions  on  the  deaths  of  our 
former  beloved  presidents,  Robert  J.  Lowry  and  James  K.  Lynch,  and 
the  foUowing  resolutions  were  unanimously  adopted: 

''Col.  Robert  James  Lowry,  President  of  the  American  Bankers  Asso- 
ciation in  1805  and  1896,  died  at  his  home  in  Atlanta,  Qa.,  on  Wednes- 
day, January  8,  1910,  after  a  brief  illness. 

''Col.  Lowry  was  of  that  unusual  t3rpe  physically  and  mentally  that 
commands  respect  among  men  eversrwhere.  Tall  of  stature,  gray-haired 
and  with  a  strong  virile  personahty,  he  was  always  a  distinguished 
and  outstanding  figure  at  conventions  of  the  American  Bankers  Asso- 
ciation. He  gave  freely  of  his  time  and  energy  to  promote  the  work 
of  the  Association. 

"In  his  presidential  address  to  the  Convention  in  1896,  held  at  Detroit, 
he  reported  a  most  momentous  event  of  his  administration  in  the 
following  words: 

"It  is  most  gratifying  to  be  able  to  say  that  within  four  months 
after  the  adjournment  of  our  Association  in  St.  Louis,  a  monetary 
c<mvention  composed  of  manufacturers,  bankers,  merchants,  and  repre- 
sentatives of  neady  every  pursuit  and  calling  met  in  Indianapolis 
and  that  this  convention  endorsed  by  solemn  action,  the  declaration 
made  l^  this  Association  in  favor  of  making  gold  the  only  imit  of 
value  and  recommending  such  reform  by  Congress  of  our  national 
fin^nftiVl  eyetem  as  would  bring  about  a  stability  in  the  value  of  our 
current  that  would  make  it  equal  to  that  of  the  most  advanced 
nations  of  the  world.' 

"It  was  due  in  great  part  to  Col.  Lawry'B  personal  efforts  that  the 
American  Bankers  Association  went  on  record  in  the  making  of  the 
hanking  history  of  this  country  and  in  this  particular  instance  it  was 
undoubtedly  his  action  that  arrayed  the  bankers  of  the  United  States 
as  a  unit  behind  the  gold  standajrd. 

"Col.  Lowry  was  bom  in  Greenville,  Tenn.,  March  4,  1840.  He 
went  to  Atlanta  when  a  boy  and  in  1865  he  went  into  the  banking 
business  in  that  city  with  his  father  who  was  senior  member  of  the 
firm  of  W.  N.  A  R.  J.  Lowiy.  In  1887  Col.  Lowry  became  President 
of  the  Lowry  Banking  Company,  later  converted  into  the  Lowxy 
Nfttiosud  Bank,  of  which  he  was  president  at  the  ^e  of  his  death. 
He  served  as  president  of  the  Atlanta  Chamber  of  Commerce  and 
for  more  than  fifty  years  he  was  identified  with  the  social  and  busi- 
Beas  life  of  the  city  and  state.  His  golden  wedding  was  oel^rated 
siz  years  ago. 
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''The  pasBing  of  Col.  Lowry  adds  another  name  to  the  honored  lift 
of  great  bankers  and  forceful  personalities  who  have  had  their  reward 
at  the  hands  of  their  fellow  men  and  have  passed  on  to  the  greater 
reward. 

**BxaoLywD,  By  the  Executive  Council  of  the  American  Bankers  Asso- 
ciation assembled  in  session  at  Qreenbriar,  White  Sulphur  Springs,  W. 
Va.,  this  21st  day  of  May,  1919,  that  in  the  death  of  Coi.  Lowiy  this 
Association  has  lost  one  whose  work  in  its  behalf  and  whose  ssrmpathy 
with  the  aims  of  its  members  have  contributed  much  to  the  upbuilding 
and  strengthening  of  our  organisation.  The  members  of  our  Associa- 
tion who  were  fortunate  enough  to  come  in  contact  with  and  know 
Col.  Lowry  personally  have  lost  one  who  represents  the  hi^est  type 
of  American  citisenship  in  every  sense. 

"Rbbolvkd,  That  as  a  s3rmbol  of  our  respect  and  admiration  iat  the 
character  and  the  work  of  our  friend  and  as  a  tribute  to  his  memory, 
which  we  revere,  these  resolutions  be  spread  on  the  minutes  of  this 
meeting  and  a  copy  be  transmitted  to  the  family  of  the  deceased  aa 
an  indication  of  our  deep  sjrmpathy  for  them  in  the  great  loss  th^ 
have  sustained." 

"James  Kennedy  Lynch  of  San  Francisco,  Ex-President  of  the  Amer- 
ican Bankers  Association  and  Governor  of  the  Federal  Reserve  Bank 
of  San  Francisco,  died  suddenly  April  28,  1919,  at  his  home  in  Alameda, 
Cal. 

''James  Kennedy  Lynch  was  bom  in  San  Francisco,  September  7, 
1857.  He  began  his  banking  career  in  1877  as  a  messenger  boy  in  the 
First  National  Gold  Bank,  which,  in  1884,  became  the  First  National 
Bank  of  San  Francisco.  By  sheer  merit  he  advanced  steadily  from 
one  position  of  trust  and  responsibility  to  another.  He  served  as 
cashier  of  the  bank  from  1894  to  1904  and  in  that  year  he  was  made 
vice-president.  He  held  that  office  until  August  7,  1917,  when  he 
resigned  to  accept  the  position  of  Governor  of  the  Federal  Reserve 
Bank  of  San  Francisco. 

"Mr.  L3aich  was  not  only  one  of  the  best  known  bankers  on  the 
Pacific  Coast  but  he  was  known  intimately  by  bankers  throughout 
the  oountiy.  He  possessed  a  fine  intellect  and  a  mind  trained  to  the 
last  refinement  of  analysis.  He  brought  to  bear  upon  every  question 
presented  to  him  sound  judgment  and  the  power  to  make  correct 
dedsions.  He  was  gifted  with  a  disposition  of  rare  geniality  and 
sweetness. 

"He  was  elected  to  serve  as  President  of  the  California  Bankers 
Association  for  two  3rears.  He  was  elected  to  the  Executive  Council 
of  the  American  Bankers  Association  for  a  three-year  term,  was  made 
Vice-President  of  the  Association  at  the  Richmond  Convention  and 
in  1915  he  was  elected  President  of  the  Assooxation. 

"Rbbolvd,  By  the  Executive  Council  of  the  American  Bankers  Aaso- 
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m^oa,  aasembled  in  meeting  at  Greenbrier,  White  Sulphur  Sprincn, 
Wert  Virginia,  this  2l8t  day  of  May,  1910,  that  in  the  death  of  Jamee 
K.  Lyneh  this  Association  has  lost  one  who  has  been  a  valuable  mem- 
ber and  whose  genius  and  work  have  contributed  greatly  to  the 
upbuilding  and  strengthening  of  the  Association.  The  individual  mem- 
bers of  the  Association  who  knew  him  personally  have  lost  a  staunch 
and  hi^y  esteemed  and  respected  friend  and  those  members  of  his 
family  ^om  he  leaves  behind  have  suffered  an  irreparable  loss,  for  he 
was  a  devoted  husband  and  father  and  a  man  among  men. 

^'BvoLVD,  That  as  a  marie  of  our  req;>ect  and  admiration  for  the 
character  of  our  deceased  friend,  and  as  a  tribute  to  his  memory,  these 
resolutions  be  spread  upon  the  minutes  of  this  meeting  and  a  copy 
be  sent  to  his  family  as  a  token  of  our  great  sympathy  for  them  in 
the  loss  they  have  sustained." 

Floating  Debt  Paid 

You  may  recall  in  1917  at  the  first  meeting  of  the  Executive  Council, 
after  the  United  States  entered  the  European  War,  a  committee  was 
appointed  to  cooperate  with  the  Government  in  placing  the  first 
Liberty  Bond  issue.  This  committee  did  splendid  work  and  its  efforts 
eixitributed  a  great  deal  toward  the  success  of  the  first  issue  of  Liberty 
bonds. 

Owing  to  the  emergency  of  the  situation  no  provision  was  made 
for  paying  the  expenses  of  this  committee,  which  amounted  to  ap- 
proximately S20/)00.00.  During  the  same  year  the  Del  Mar  Library 
was  purdiased  at  a  cost  of  $6,000.00.  At  the  meeting  of  the  Executive 
Council  held  September  28,  1917,  the  President  and  Secretaiy  of  the 
Association  were  given  authority  to  withdraw  securities  from  the 
treasury  of  the  Association  and  to  sell  the  same  for  the  piupose  of 
reimbursing  the  current  funds  to  the  extent  of  125,000.00.  This  action 
was  ratified  at  the  subsequent  annual  convention.  Owing  to  war 
conditions,  however,  it  was  not  thought  advisable  by  the  Adminis- 
trative Committee  to  sell  the  securities  at  that  time  and  this  floating 
debt  of  $25,000X)0  was  carried  until  January  of  this  year,  when  $30,000.00 
par  vahie  New  York  City  Corporation  3%  were  sold  for  $25,7/S2.00; 
$25,|D00j00  of  this  amount  was  invested  in  treasury  certificates  matiuing 
m  July  and  $752JM)  was  put  in  the  treasury.  Upon  maturity  of  the 
certificates  in  July  the  floating  debt  of  $25,000.00  incurred  as  above 
outlined,  was  paid. 

At  this  meeting  of  the  Executive  Council  the  subject  of  popular 
education  in  elementary  finance  was  considered.  In  the  course  of 
discussion  the  fact  was  emphasised  that  the  way  in  which  innocent 
investors  have  been  induced  to  exchange  their  Liberty  Bonds  let 
wildcat  "securities"  is  only  one  of  the  manr  examples  of  imposition 
on  the  public  by  unscrupulous  promoters.    Efforts  have  been  made 
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through  legislation  to  prohibit  the  sale  of  worthless  stocks  and  bonds, 
but  there  is  an  arousing  public  opinion  that  something  more  compre- 
hensive should  be  done.  There  is  fuller  realisation  of  the  fact  that 
the  people  must  protect  themselves. 

The  Executive  Council  referred  that  subject  matter  to  the  State 
Secretaries  and  American  Institute  of  Banking  Sections.  Pursuant  to 
such  action  the  American  Institute  of  Banking  Section  has  made  a 
survey  of  the  situation  and  we  hope  that  something  may  be  developed 
by  which  a  broader  study  of  the  subject  of  banking  and  business 
principles  may  be  introduced  in  the  public  schools. 

I  may  say  in  addition,  since  this  report  was  written,  the  Executive 
Council  considered  that  subject  at  its  meeting  and  it  was  unanimously 
the  opinion  of  the  Executive  Council  that  the  question  of  having  some 
more  interesting  text-books  introduced  into  the  public  schools  along 
the  lines  of  business  principles  and  banking,  would  be  a  great  ad- 
vantage to  the  United  States,  considering  the  millions  and  millions  of 
school  children  that  go  into  the  school  and  have  a  certain  fundamental 
basis  of  their  education  without  any  knowledge  whatever  of  business 
principles  or  banking  principles.  We  hope  very  much  to  accomplish 
our  object  through  the  cooperation  of  the  Secretaries  Section  and 
the  American  Institute  of  Banking,  which  now  has  25,000  members, 
young  bank  men  who  are  now  studying  banking  principles  in 
their  various  chapters  in  the  American  Institute  of  Banking.  It  is 
one  of  the  most  important  features  in  this  organization.  These  yoimg 
men  are  perhaps  fresher  from  the  schools  or  colleges  than  the  older 
members  of  the  banking  fraternity,  and  it  was  thought  they  could  prob- 
ably be  more  effective  in  introducing  this  text-book  or  having  it  intro- 
duced in  the  various  schools  throughout  the  country.  I  think  the 
Finance  Committee  will  be  able  to  make  an  appropriation  to  take 
care  of  this  work. 

You  will  recall  that  at  the  last  convention  several  recommendations 
submitted  by  the  Committee  on  Co-ordination  of  Activities  were 
adopted.  Tliese  recommendations  have  practically  all  been  put  into 
effect  and  have  been  of  much  benefit. 

The  Cabinet  Conferences  have  been  held  frequently  and  it  has  been 
found  that  the  consultation  and  cooperation  afforded  by  these  con- 
ferences have  enabled  the  heads  of  departments  at  oiur  home  office 
to  work  in  closer  harmony  and  with  more  satisfactory  results. 

The  recommendation  as  to  the  appointment  of  state  committees  on 
American  Bankers  Association  membership  has  also  proved  very 
effective  and  these  committees  in  the  several  states  have  contributed 
a  great  deal  to  the  large  increase  in  our  membership  which  amount 
to  1171  during  the  year. 

The  recommendation  as  to  the  appointment  of  a  Field  Committee  to 
keep  in  touch  with  the  various  membership  conmiittees  and  also  to 
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have  some  representatiYe  of  the  Association  at  the  various  state  con- 
ventions,  has  enabled  the  Association  to  get  in  olos^  touch  with  our 
member  banks,  and  has  brought  to  the  attention  of  the  nonr-member 
banks  the  many  advantages  to  be  derived  from  membership  in  our 
Association.  The  Association  during  the  past  year  was  represented 
at  practically  all  of  the  state  conventions. 

Amendments 

It  was  unanimously  recommended  that  an  amendment  to  Article  V 
of  the  Constitution  be  made  providing  for  the  election  of  an  Assistant 
Treasurer  by  the  Administrative  Committee. 

The  election  of  this  officer  would  facilitate  very  much  the  collection 
of  dues  without  taking  the  custody  of  the  funds  from  the  Treasurer, 
elected  by  the  Council.  Owing  to  the  great  distance,  in  the  past  few 
years,  between  the  home  of  the  Treasurer  and  the  office  of  the  Asso- 
ciation, it  was  foimd  that  there  was  great  delay  and  unnecessary 
difficulty  in  collecting  the  dues,  and  it  was  believed  that  an  Assistant 
Treasurer,  with  an  office  at  the  headquarters  of  the  Association,  would 
remove  the  present  difficulty  in  handling  the  dues. 

This  amendment  has  been  published  and  will  later  be  submitted  for 
your  consideration. 

The  Council  believed  it  wise  to  change  the  time  now  provided  in 
the  Constitution  for  the  report  of  the  Nominating  Committee  and 
unanimously  recommended  an  amendment  to  the  Constitution,  provid- 
ing that  this  report  be  made  preferably  on  the  morning  of  the  last 
day  of  the  Convention,  and  providing  for  the  election  of  officers 
immediately  after  the  report  of  the  Nominating  Conmiittee;  also  pro- 
viding that  the  installation  of  the  new  officers  shall  come  at  the  dose 
of  the  last  day's  session  of  the  General  Convention.  This  amendment 
has  been  published  and  will  later  be  presented  for  your  consideration. 

Tike  report  of  the  Finance  Committee  recommending  that  the  an- 
nual dues  of  member  banks  with  capital  and  surplus  in  excess  of 
$100j000.00  be  increased,  was  carefuUy  considered.  After  a  fuU  dis- 
cussion the  Council  recognised  the  importance  of  increasing  the 
revenues  of  the  Association  to  meet  the  expenses  of  its  enlarged  ac- 
tivities, and  approved  an  amendment  to  the  Constitution  increasing 
the  dues  of  some  of  the  members,  and  this  amendment  will  be  sub- 
mitted later  for  your  consideration. 

The  Council  fdso  recommended  that  an  amendment  to  the  Consti- 
tution be  made  providing  that  the  Second  Vice-President  of  this 
Association  become  a  member  of  the  Administrative  Committee.  This 
amendment  will  be  submitted  later  for  your  consideration. 

As  there  has  been  some  question  raised  at  some  of  the  meetings 
of  the  members  of  our  Association,  held  at  the  time  of  the  State  Con- 
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ventioDfl,  as  to  whether  or  not  a  delegate  oan  repreoent  more  than  one 
member,  it  was  decided  to  recommend  an  amendment  to  By-Law  IV. 
providing  that  no  delegate  shall  represent  more  than  one  member. 
This  amendment  has  been  published  and  will  later  be  submitted  for 
your  consideration. 

There  being  no  provision  for  filling  thd  office  of  State  Vice-Presi- 
dent, through  death,  removal  from  the  State,  etc.,  an  amendment 
to  the  Constitution  providing  that  vacancies  be  filled  throu^^  the 
president  of  the  State  Bankers  Association  with  the  approval  of  the 
Administrative  Committee,  will  later  be  presented  for  your  considera- 
tion. 

The  Council  thought  it  advisable  to  amend  Article  V  of  the  Con- 
stitution, providing  for  the  enlargement  of  the  Federal  and  State 
Legislative  Councils.  This  amendment  has  been  published  and  will 
later  be  submitted  for  your  consideration. 

For  the  protection  of  the  interests  of  the  several  sections  it  was 
decided  to  recommend  an  amendment  to  Section  16  of  Article  V  of 
the  Constitution,  providing  that  subjects  of  state  legislation  of  special 
interest  to  any  Section,  may  be  presented  to  the  Committee  on  State 
Legislation,  as  previously  provided,  or  such  subjects  may  be  urged 
independently  by  the  State  Legislative  Committee  of  any  section, 
in  which  case  any  expense  incuired  by  the  Section  shall  be  charged 
to  the  appropriation  of  the  section;  and  where  a  subject  of  special 
interest  is  thus  independently  urged  by  any  section,  no  action  in  such 
case  shall  be  taken  by  the  State  Legislative  Committee  of  the  Asso- 
ciation, except  under  the  instructions  of  the  Association  in  convention 
assembled;  and  also  in  the  subjects  of  national  legislation,  giving  the 
Fedieral  Legislative  Committee  of  any  section  the  same  privilege  of 
independent  action.  These  amendments  have  been  published  and  will 
later  be  presented  for  your  consideration. 

The  action  of  the  Administrative  Committee  in  defining  the  eligi- 
bility of  members  was  approved,  as  follows:  ''In  addition  to  banks, 
corporations  and  firms  engaged  in  the  following  lines  of  business  are 
declared  eligible,  namely:  dealers  in  commercial  paper,  dealers  in 
investment  seciuities;  dealers  in  real  estate  mortgage  securities,  title 
companies,  safe  deposit  companies  and  Morris  Plan  banks. 

The  Council  approved  of  the  action  of  the  Administrative  Com- 
mittee in  passing  a  resolution  requesting  the  cities  of  the  coimtry  en- 
tertaining the  annual  convention  of  the  Association  to  limit  their 
expenditures  for  entertainment  purposes  to  $10,000.00. 

CoMicnm  or  Sivbn 

The  President  reported  the  appointment  of  the  Committee  of  Seven 
provided  for  during  the  Chicago  Convention,  idiich  committee  is  in 
substitution  for  the  former  Committee  on  Cooperation  and  Consoli- 
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dation  of  Aetiyities  of  State  Banken  AModatiaiis  with  the  American 
Bankers  ABeoeiation, 

llie  President  subsequently  named  as  said  Committee  of  Seven  the 
fdlowing: 

William  George,  President  Old  Second  National  Bank,  Aurora,  Bl., 
Chairman;  M.  A.  Graettinger,  Secretary  Blinois  Bankera  Association, 
Chicago,  m.;  W.  F.  Kesrser,  Secretary  Missouri  Bankers  Association, 
Sedalia,  Mo.;  Haynes  McFladden,  Sec»retary  Georgia  Bankers  Associa- 
tion, Atlanta,  Ga.;  John  W.  Staley,  Vice-President  Peoples  State  Bank, 
Detroit,  Midi.;  P.  W.  Goebel,  President  Commercial  National  Bank, 
Kansas  City,  Kan.;  Geo.  W.  Hyde,  Secretary  Massachusetts  Bankers 
Association,  Boston,  Mass. 

Owing  to  our  large  membership  the  work  of  the  Association  is  now 
principally  accomplished  through  the  committees  of  the  convention, 
the  Council  and  the  several  sections.  These  committees  diuing  the 
past  year  have  given  careful  consideration  to  many  important  sub- 
jects as  their  repots  will  show. 

These  committees  have  worked  hard  to  promote  the  best  interests 
of  our  members  and  the  Association  as  a  whole  and  I  wish  to  express 
to  them  our  sincere  appreciation  of  the  results  they  have  accomplished. 

The  officers  at  our  headquarters  in  New  York  had  a  veiy  busy  year. 
They  have  all  labored  faithfuUy  to  keep  up  the  high  standard  of  effi- 
ciency in  the  service  of  the  Association,  diuing  the  unusual  conditions 
through  which  the  country  has  passed,  and  I  wish  to  express  to  them 
my  personal  thanks  for  their  cordial  cooperation  and  the  appreciation 
of  the  Association  fw  their  logralty  and  splendid  services. 

Pbbsident  Maddox:  We  will  now  have  the  report  of  the 
Coamnitee  on  Education,  by  Chairman  Charles  A.  Hinsch. 

Mb.  Hinsch:  Mr.  Chairman  and  Gaitlemen  of  the  Con- 
vention: 

"Whereas,  Conditions  now  existing  in  this  country  em- 
phasize the  necessity  for  public  imderstanding  of  banking  and 
finance  and  bring  forcefully  to  our  attention  the  duty  of 
American  bankers  to  do  their  utmost  to  correct  misunder- 
standings regarding  the  fimctions  and  purposes  of  our  several 
banking  systems,  to  promote  through  early  training  habits  of 
thrift,  to  familiarise  the  coming  business  men  and  women  of 
this  country  with  the  nature  of  money  and  its  uses,  to  liable 
them  to  distinguish  between  speculation  and  investment,  and 
to  broaden  the  service  of  the  bankers  of  this  nation  to  the 
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general  public,  by  drawing  the  people  into  closer  relations 
with  the  bankers  of  each  community;  and 

''Whereas,  The  Executive  Coimcil  at  its  meeting  held  in 
White  Sulphur  Springs  in  May  last  adopted  a  resolution  con- 
cerning the  preparation  of  text  literature  on  banking  and 
finance  suitable  for  use  in  the  public  schools  of  the  United 
States  and  referred  the  same  to  the  State  Secretaries  and 
American  Institute  of  Banking  Sections; 

''Whereas,  The  American  Institute  of  Banking  Section  has 
submitted  a  report  describing  text-books  now  in  existence, 
the  opinions  of  publbhers  regarding  present  and  prospective 
demands  for  such  literature  and  statements  of  state  and  city 
superintendents  of  schools  clearly  demonstrating  the  inade- 
quacy of  text  literature  now  available;  therefore,  be  it 

"Resolved,  That  the  President  be  authorized  and  directed 
to  appoint  at  this  session  of  the  Convention  a  Committee  on 
Education  of  not  less  than  five  members;  that  such  committee 
shall  be  authorized  to,  if  necessary,  employ  a  suitable  person 
to  compile  suitable  literature,  to  have  it  carefully  revised  by 
competent  educators,  and  to  endeavor  to  secure  its  introduc- 
tion into  the  schools  of  the  United  States;  be  it  further 

"Resolved,  That  the  Committee  on  Education  shall  also  be 
authorized  and  empowered  to  devise  and  execute  such  other 
plan  or  plans  as  it  may  deem  advisable,  looking  to  the  edu- 
cation of  the  general  public  on  subjects  above  outlined." 

I  move  the  adoption  of  the  resolution. 

President  Maddox:  Resolutions  can  only  be  introduced 
upon  the  floor  by  the  consent  of  the  convention,  and  the  proper 
way  is  for  the  Chair  to  ask  the  question  shall  the  resolution 
just  proposed  be  considered  by  the  Convention.  If  there  is  no 
objection,  it  will  be  considered.  If  there  is  no  objection,  it 
is  now  before  the  Convention. 

On  motion  made  and  seconded,  the  resolution  proposed  by 
Mr.  Hinsch  was  adopted. 

PREsmBNT  Maddox:  I  now  have  the  pleasure  of  introducing 
to  the  Convention  a  gentleman  whom  we  all  love  and  for 
whom  we  have  the  highest  respect,  a  man  who  is  well  known 
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to  the  United  States,  first  as  a  banker  and  a  business  man  and 
also  as  a  diplomat  of  the  highest  character,  a  man  who  has 
ably  served  his  state  of  Missouri  as  Oovemor,  his  nation  in 
the  Cabinet  at  Washington,  and  more  recently  served  the 
country  as  its  Ambassador  to  that  great  country,  Russia,  in 
which  we  are  so  much  interested  at  this  time.  He  is  here  to 
tell  us  something  of  Russia  and  its  future,  and  I  am  sure  you 
will  enjoy  hearing  the  address  of  that  distinguished  dipl(»nat 
who  has  consented  to  speak  to  us  this  morning,  Hon.  David  R. 
Francis.     (Long  and  continued  applause.) 


RUSSIA,  ITS  FUTURE 

Hon.  David  R.  Francis 

Mr.  PrenderU,  and  Memhen  of  the  American  Bankers  AMOciation: 

The  subject  assigned  me  is  Russia,  the  present  condition  and  the 
future  of  that  great,  suffering,  afflicted  coimtry. 

I  returned  to  America  about  six  months  ago  very  much  weakened 
in  health  and  strength  by  three  years  of  strenuous  service  in  Russia, 
coupled  as  it  was  by  a  major  surgical  operation.  I  did  not  return  to 
St.  Louis  until  just  a  few  da3rs  ago,  and  I  would  not  be  here  now  if 
the  American  Bankers  Association  had  not  decided  to  hold  its  1919 
meeting  in  this  city.  I  found  a  woeful  ignorance  existing  in  America 
concerning  conditions  in  Russia,  and  I  was  astounded  to  see  that  the 
Bolshevik  Soviet  Government  of  Russia  had  a  good  many  supporters 
and  some  apologists  throughout  the  United  States. 

I  went  to  Russia  in  1916;  I.  served  almost  a  year  under  the  Empire. 
I  presented  my  letters  to  Nicholas  11,  seven  da3rs  after  my  arrival  in 
Petrograd.  He  was  not  there  at  the  time.  He  was  absent  in  Mogolo£f, 
the  headquarters  of  the  army,  of  which  he  was  the  commander-in- 
chief.  I  first  called  upon  the  Minister  of  Foreign  Affairs.  I  said  to 
Sosonoff,  *T,  have  accepted  this  mission  not  because  I  am  a  diplomat, 
I  have  never  had  experience  in  diplomacy  before,  but  I  accepted  it 
to  negotiate  a  commercial  treaty  between  Russia  and  the  United 
States.'' 

He  suddenly  rose  from  his  chair  and  threw  up  his  hands  and  said, 
*'No  more  commercial  treaties  will  Russia  negotiate  with  any  country 
until  its  commercial  relations  with  its  allies  have  been  defined  and 
determined."  I  was  disappointed  and  expressed  my  disappointment 
to  Sosonoff.  I  said  to  him,  '*If  I  had  known  that  this  was  the  position 
of  Russia,  I  should  not  have  accepted  this  mission." 
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You  will  remember  that  President  Taft,  following  a  suggefltion 
from  Congress,  had  abrogated  the  commercial  treaty  between  the 
United  States  and  Russia,  which  treaty  had  been  in  existence  since 
1832,  over  eighty  years.  The  Senate  concurred  in  a  resolution  in- 
troduced in  the  house  by  Congressman  Sulzer  of  New  York,  and  it 
passed  both  houses  by  practically  a  unanimous  vote,  that  we  would 
have  no  commercial  treaties  with  any  country  that  didn't  recognise 
American  citizenship  and  refused  to  allow  its  subjects  the  rights  of 
expatriation.  Russia  had  such  laws,  Germany  had  such  laws  and 
Austria  and  other  European  governments  had  like  laws.  The  senti- 
ment in  this  coimtry  was  veiy  bitter  against  Russia  and  the  President 
of  the  United  States,  Mr.  Taft,  at  that  time,  issued  a  proclamation 
abrogating  this  treaty  from  the  31st  of  December,  1912.  Russia  didnt 
take  any  action.  That  was,  as  you  know,  about  eighteen  months  before 
the  war  began,  and  about  sixty  days  before  President  Wilson  was 
inaugurated  the  first  time. 

The  Minister  of  Foreign  Affairs  was  amiable,  and  I  left  his  office 
and  sent  a  very  fuU  cable  of  our  conversation  to  the  Department  of 
State.  The  Emperor  had  come  up  from  Mogoloff,  the  headquarters 
of  the  army,  to  receive  the  American  Ambassador,  and  I  called  on 
him  and  presented  my  credentials  at  Tsarskoe  Selo  Palace.  Tsarskoe 
Selo  was  a  suburb  of  Petrograd  where  the  Emperor  lived.  He  had 
not  spent  one  night  in  Petrograd  since  the  revolution  of  1915  when  an 
attempt  was  made  on  his  life.  He  came  to  the  capital  but  refused 
to  spend  a  night  there.  Tsarskoe  Selo  was  about  fifteen  miles  out 
of  the  city.  I  went  there  and  presented  by  credentials  and  was  re- 
ceived very  cordially  by  his  majesty.  I  made  the  same  speech  to 
him  that  I  had  made  to  the  Minister  of  Foreign  Affairs,  but  I  received 
a  different  reply.  He  said,  when  I  stated  to  him  the  object  I  had  in 
view  of  accepting  the  ambassadorship  to  Russia,  ''Russia  will  meet  you 
more  than  half  way.  Russia  is  as  desirous  to  negotiate  a  commercial 
treaty  with  the  United  States  as  you  are  to  negotiate  a  commercial 
treaty  with  Russia.''  I  didn't  tell  him  what  Sozonoff,  his  Minister  of 
Foreign  Affairs,  had  remarked  when  I  made  the  same  statement  to 
him,  because  I  knew  that  his  majesty  was  not  only  familiar  with 
the  policy  of  the  Government  but  was  endeavoring  to  mislead  me. 

That  is  just  the  kind  of  a  man  Nicholas  the  Second  was.  He  didn't 
like  to  have  an  argument,  and  to  avoid  all  controversy,  he  agreed 
with  the  last  man  whom  he  met.  He  was  not  a  bad  man  but  a  weak 
ruler.  The  Empress  Dowager,  his  mother,  had  had  control  over  him 
until  his  marriage  to  this  German  princess.  The  Empress  Dowager 
was  of  a  very  strong  character  and  popular  throughout  Russia.  She 
was  the  sister  of  the  wife  of  Edward  Vn  of  England  She  retained  her 
influence  over  him  until  the  beginning  of  the  war,  when  she  was 
supplanted  in  that  influence  by  the  Empress. 
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The  Empress  Dowager  I  never  met.  I  was  presented  to  the  Em- 
press immediately  after  I  was  presented  to  the  Emperor,  and  I  found 
her  a  very  gracious  lady,  who  was  under  suspicion  at  that  time  of 
having  German  sympathies.  She  impressed  me  as  a  very  much 
stronger  character  than  the  Emperor,  and  I  often  tell  a  story  which 
illustrates  the  characters  of  the  Emperor  and  Empress  of  Russia.  Tlie 
Emperor  was  called  upon  one  day  by  a  liberal-minded  nobleman  who 
expressed  his  opinion  very  curtly  to  the  Czar  to  the  efifect  that  he 
diould  be  very  liberal  with  the  Duma  and  extend  more  privileges  to 
the  people.  ''You  are  right,  quite  right,  my  dear  baron,''  said  the 
Emperor.  When  the  baron  left,  he  felt  he  had  made  a  lasting  im- 
pression on  the  Csar.  A  few  minutes  elapsed  and  another  man  came 
in.  After  salutations  had  passed  between  them,  the  Emperor  asked 
him  how  affairs  were  drifting  down  in  his  section  of  the  Empire.  He 
said,  "All  right,  your  Majesty,  but  I  would  advise  the  government  to 
check  the  peasants  and  the  liberal  sentiment  of  the  coimtry.  If  you 
do  not,  if  some  last  firm  step  is  not  taken  by  the  administration,  the 
peasants  and  the  liberals  will  own  the  government."  ''You  are  right, 
quite  right,"  said  the  Emperor.  And  the  absolute  monarchist  left  the 
palace,  thinking  he  had  made  some  impression  on  the  Emperor. 

A  few  minutes  had  not  elapsed  before  the  curtain  parted  and  the 
Empress  entered  the  room,  ^e  said,  "Nicky,  this  will  not  do.  You 
are  an  autocrat,  and  should  rule  a  hundred  and  fifty  millions  of 
people  with  a  firm  hand.  I  heard  those  two  conferences,  first  with 
the  baron  and  then  with  the  coimt.  Tliey  give  you  directly  opposite 
counsels.  Now,  Nicky,  you  must  assert  yourself.  Be  a  man."  His 
only  reply  was,  "You  are  right,  my  dear,  quite  right."     (Laughter.) 

The  immediate  cause  of  the  revolution  of  1917  was  the  dissolution 
of  the  Duma  by  the  decree  of  Nicholas  11.  His  ministry  had  been 
advising  the  Emperor  that  he  should  issue  a  decree  enlarging  the 
powers  of  the  Duma.  The  Duma  was  in  session  at  the  time.  He  not 
only  promised  to  issue  that  decree  but  he  went  farther  and  promised 
to  issue  a  decree  promising  the  people  of  Russia  a  constitution.  Tlie 
ministry  adjourned  and  the  Emperor  returned  to  Tsarskoe  Selo  Palace. 
That  was  on  the  eighth  of  March.  That  evening  Prototoff,  Minister 
of  the  Interior,  took  those  decrees  which  were  framed  by  the  ministry 
to  the  Emperor  for  his  signature,  but  Prototoff  was  in  collusion  with 
the  Empress.  The  Empress  had  sent  Prototoff,  who  had  been  vice- 
president  of  the  Duma  and  had  became  an  absolute  monarchist. 
When  the  decrees  were  submitted  to  the  Emperor  for  his  signature, 
the  Empress,  aided  by  Prototoff,  persuaded  the  Emperor  to  tear  up 
iheae  decrees  and  issue  in  their  stead  another  decree  dissolving  the 
Duma.  That  was  the  night  of  the  eighth  of  March,  Tliursday  night. 
The  following  morning,  the  Emperor  departed  for  the  headquarters  of 
the  army,  and  the  decree  was  published  Saturday  or  Sunday  morning. 
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The  Duma  was  astounded.  The  miniBten  were  surprifled  and  dis- 
appointed. Prototoff  was  the  only  minister  who  sustained  the  decree. 
The  Duma  met,  notwithstanding  Uie  decree  of  the  Emperor.  Prototoff, 
who  had  charge  of  the  garrisons  which  contained  at  least  one  hundred 
thousand  soldiers  in  Petrograd,  ordered  them  to  disperse  the  Duma. 
The  soldiers  refused  to  obey;  and  when  they  did  that,  they  started 
a  revolution.  That  revolution  was  bloodless,  comparatively.  There 
were  only  about  one  hxmdred  deaths.  At  midnight  on  the  twelfth 
of  March,  the  revolution  was  a  success. 

The  Emperor  had  been  deprived  of  the  news  of  this  outbreak,  and 
rumor  said  that  he  was  supplied  with  intoxicating  liquors  if  not  drugs 
by  those  surroimding  him.  He  mistook  the  extent  of  this  revolution 
and  thought  it  would  be  suppressed.  The  following  day,  the  thirteenth 
of  March,  the  Diuna  appointed  a  commission  of  twelve  men  to  select 
a  provisional  government  which  would  administer  affairs  until  a  con- 
stituent assembly  could  meet.  A  constituent  assembly  was  to  be 
elected  by  direct,  universal  and  secret  suffrage  by  all  the  people. 
They  then  demanded  the  abdication  of  the  Emperor.  The  emissanes 
of  the  Diuna  arrived  in  the  Empercnr's  presence  on  Wednesday  evening 
the  fourteenth  of  March.  He  signed  his  abdication  without  resistance, 
and  when  he  had  signed  he  said,  ''Am  I  a  prisoner  still?"  "No,"  the  reply 
was,  ''You  can  go  wherever  you  wish."  He  returned  to  headquarters 
of  the  army,  where  he  was  joined  by  his  mother  from  Kiosk,  and  the 
Empress  Dowager  tried  to  console  her  son  who  did  not  appreciate 
his  humiliation  as  much  as  his  mother  did.  He  telephoned  his  wife, 
the  Empress,  that  night  and  failed  to  tell  her  that  he  had  abdicated. 
He  did  not  have  the  courage  to  inform  her  of  the  step  he  had  taken 
abandoning  the  throne  of  his  father,  and  when  the  Empress  was  in- 
formed of  it  the  following  day  she  indignantly  refused  to  believe  it. 
But  it  was  true.  He  was  taken  to  the  towers  a  few  days  thereafter, 
and  after  being  taken  there  with  his  family,  he  was  not  permitted  to 
see  the  Empress  during  the  four  or  five  weeks  that  they  lived  at 
Tsarskoe  Selo  Palace,  except  at  meal  times,  and  when  the  guards  were 
remonstrated  with  for  their  cruel  treatment,  they  replied,  "He  is  too 
weak,  and  she  is  too  strong." 

Nicholas  the  Second,  the  Csar  of  all  the  Russians,  was  a  weak 
ruler.  He  was  not  a  cruel  man.  I  met  him  and  had  a  thir^-five 
minutes,  conversation  with  him  when  I  was  presented.  I  congratulated 
him  on  the  issuance  of  the  decree  prohibiting  the  sale  of  vodka.  Hie 
government  derives  a  revenue  from  the  sale  of  vodka  of  seven  bun* 
dred  millions  of  rubles  a  year,  and  th^  had  five  million  gallons  oa 
hand  at  the  time  this  decree  was  issued  by  the  Emperor.  He  was 
very  much  pleased  at  my  expression,  and  said  that  the  decree  when 
first  issued  was  only  to  cover  the  period  of  mobilisation,  but  the 
appeal  came  to  him  so  strongly  from  every  section  and  from  every 
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eliBB  oi  people  that  he  extended  the  operation  of  the  decree  to  con- 
tinue dining  the  war,  and  that  did  not  satisfy  the  people.  Finally, 
in  obedience  to  their  appeal,  he  made  it  perpetual.  I  saw  him  at 
the  New  Year's  reception  they  gave  him  on  the  14th  of  our  Januaiy, 

1917.  He  was  dressed  in  the  uniform  of  a  Russian  Colonel,  and  ap- 
peared very  much  at  his  ease.  I  have  not  seen  him  since,  but  I  am 
satisfied  that  not  only  he  but  the  Empress  and  the  four  grand-duchesses, 
tbenr  daughters  and  the  Csarovitch,  were  killed  without  trial  by  the 
BoJsheviks  at  Ekaterinburg,  in  June,  1018. 

In  the  meantime  the  revolution  had  begun  and  the  provisional  gov- 
ernment was  in  the  saddle.  I  explained  in  a  speech  made  last  Friday 
evening  that  I  was  the  first  Ambassador  to  recognise  that  provisional 
government  and  I  did  it  ten  days  after  the  revolution  had  broken 
out.  The  revolution  began  on  the  twelfth  of  March,  and  I  recognised 
this  government  with  all  the  form  and  ceremony  that  I  could  command 
on  the  twenty-sec(Mid  of  the  following  March.  If  the  soldiers  and 
worionen  had  deposed  the  provisional  government  in  the  beginning 
of  this  administration,  Russia  would  have  been  withdrawn  from  the 
war  eight  or  twelve  months  before  she  was,  and  Germany  would  have 
been  enabled  to  send  the  divisions  which  she  did  send  from  the 
eastern  front  to  the  western  front  in  March,  1017,  instead  of  March, 

1918.  That  was  a  year  before  the  celebrated  March  drive  began  in 
1918.  Had  it  begun  in  1017,  before  America  could  have  made  the 
marvelous  preparations  which  she  did  make,  it  would  have  prolonged 
the  war  at  least  ei^t  or  ten  months.  The  recognition  of  this  iMt>- 
visional  government  saved  the  Russian  army  for  ei^t  months. 

One  of  the  first  acts  of  the  provisional  government  was  to  issue  a 
general  pardon  for  all  political  offenders.  They  threw  the  prison 
doofs  open  and  permitted  the  exiles  banished  under  the  imperial 
regime  to  return  to  Russia.  They  came  swarming*  back.  Lenine,  the 
arch  conspirator  of  the  day,  and  the  brightest  intellect  that  Russia 
has  produced  on  the  socialist  side,  was  in  Switserland.  He  had  been 
advocating  the  defeat  of  his  native  coxmtry  because  he  said  that  that 
condition  was  the  only  thing  that  could  help  the  revolution.  Lenine 
from  the  beginning  of  the  war  was  the  leader  of  the  defeatist  party. 
He  was  an  exile  but  he  wrote  voluminously  and  his  writings  were 
ahrays  able  and  logical  to  his  followers.  At  the  beginning  of  the 
revolution,  Lenine  immediately  left  Switserland  and  journeyed  throu^ 
Germany,  back  to  Russia.  He  was  furnished  with  a  special  car  by 
the  German  Government  and  his  passage  through  Germany  was  aided 
with  all  possible  speed.  Lenine  was  received  with  a  great  ovation. 
You  do  not  understand  conditions  in  Russia  at  that  time.  Consider, 
if  you  will,  one  hundred  and  ei^ty  million  people,  ninety  per  cent 
of  whom  were  uneducated.  They  had  been  striving  for  liberty  for 
generations;  nay,  for  centuries.    Th^  had  responded  to  the  call  of 
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their  country  and  formed  an  army  of  ei^teen  million  six  hundred 
thousand  men.  Never  was  there  such  a  large  army  assembled  in  the 
history  of  warfare.  They  had  lost  at  the  time  of  this  revolution  two 
millions  by  death  and  disease,  and  two  million  more  were  imprisoned 
in  Austrian  and  German  prison  camps.  They  foresaw  no  end  to  the 
war,  so  when  Lenine  promised  them  peace,  land  and  luxury  they  would 
have  been  more  than  human  if  they  had  not  listened  to  it. 

Lenine  is  the  greatest  enemy  civilization  has  ever  had.  (Applause.) 
Upon  his  arrival  in  Petrograd  he  immediately  began  to  undermine  the 
provisional  government.  No  provision  had  been  made  for  filling 
vacancies  in  the  ministry  of  the  provisional  government.  Kerensky 
was  looked  upon  as  a  social  revolutionist.  Kerensky  in  the  first  days 
of  the  revolution  performed  heroic  work  in  suppressing  the  Bolshevik 
spirit,  but  Lenine  persisted  and  he  was  joined  by  Trotsky  from  America. 
Trotsky  is  an  adventurer.  Lenine  is  a  fanatic,  and  as  I  have  said  on 
many  an  occasion,  a  fanatic  in  a  bad  cause  is  a  more  dangerous  man 
than  an  intellectual  fraud.  Lenine  was  an  Litemational.  Lenine  was 
fastening  the  precepts  of  the  Bolshevik  revolution.  When  the  pro- 
visional government  was  deposed  and  the  Bolshevik  or  Soviet  govern- 
ment came  into  power,  it  immediately  began  to  negotiate  for  an 
armistice  between  the  Central  Empires  and  Russia  without  consulting 
any  of  Rusffa's  allies.  We  had  been  in  the  war  then  about  nine  months. 
That  armistice  was  signed.  It  was  all  arranged  by  Germany  with 
Lenine  or  by  Lenine  with  Germany.  This  nefarious  coalition  was 
agreed  upon.  It  has  clearly  been  shown  in  the  light  of  subsequent 
events  that  Lenine  was  the  German  agent  and  Trotsky  also.  Do  you 
blame  your  ambassador  for  refusing  to  recogniise  such  a  government 
as  that? 

This  armistice  was  signed  and  it  provided  that  the  co-belligerents 
of  Russia  should  be  invited  to  participate  in  it,  in  the  negotiations 
for  peace.  Of  course,  America  paid  no  attention  to  it,  nor  did  England 
or  France  or  any  of  the  other  Allies,  but  the  Brest-Livosk  peace  was 
signed,  and  it  is  the  most  disgraceful  peace  that  was  ever  imposed 
upon  a  civilised  coxmtiy  by  another,  civilised  coimtry.  It  virtually 
made  Russia  a  German  province.  The  President  of  the  United  States 
sent  a  telegram  to  the  Russian  people  through  the  All-Russian  Soviet 
Congress  assembled  to  ratify  the  Brest-Livosk  peace.  He  sent  this 
on  my  recommendation.  It  was  misunderstood  or  misconstrued  by 
patriotic  Russians  as  a  recognition  of  the  Soviet  Government  but  it 
was  never  intended  as  such.  It  was  addressed  to  the  Russian  people 
through  this  Soviet  Congress.  The  All-Russian  Soviet  Congress  after 
ratifying  this  disgraceful  peace  which  had  been  imposed  upon  Russia 
by  Germany  at  Brest-Livosk  replied  to  the  President's  telegram  and 
^movia,  who  is  now  the  dictator  of  famine-stricken  and  ravished 
Petrograd  was  a  delegate  to  that  All-Soviet  Congress  and  upon  his 
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return  to  Petrpgrad  stated  in  his  speech  to  the  Soviet  that  the  All- 
EuBsian  Congrees  of  Soviets  to  wldcii  he  had  been  a  delegate  had  been 
slapped  in  the  face  by  the  President  of  the  United  States. 

That  reply  was  not  to  the  President  but  through  the  President  as 
a  medium  to  the  laboring  classes  of  America  whom  the  Soviet  opposed 
and  the  substance  of  the  telegram  was,  use  your  influence  not  only 
to  stop  the  preparation  that  America  is  so  zealously  making  for  en- 
trance into  the  war,  but  overturn  that  capitalistio  government.  I 
charge  the  Bolsheviks  through  Lenine's  Soviet  Government  in  Russia, 
with  prolonging  the  war  at  least  six  months  beyond  the  time  it  would 
have  ended  if  Russia  had  not  been  withdrawn  from  the  war.  Lenine 
with  systematic  and  persistent  energy  did  everything  he  could  not 
only  to  demoralize  the  army  and  weaken  the  Provisional  Government 
but  to  promote  the  cause  of  CJermany  in  Russia.  Lenine  was  an 
International,  and  is  an  internationalist  now.  He  openly  advocates  the 
dictatorship  of  the  proletariat  and  that  means  the  Soviet  government. 

Do  you  know  what  the  Soviet  government  is?  I  think  that  Bol- 
dievik  and  Soviet  are  construed  and  used  as  qmonomous  terms  in 
this  coimtry.  Bolshevik  is  the  name  of  a  party  and  Soviet  is  the  name 
of  a  form  of  government.  The  Bolsheviks  approved  of  the  social  revolu- 
tion and  were  looked  upon  as  radical  social  revolutionists.  The  Men- 
shovists  were  a  sub-division  of  the  social  democrats  and  the  Bolsheviks 
were  also  out  of  the  administration  of  the  government,  so  that  the 
Soviet  Government  in  Russia  now  has  only  Bdsheviks  administering 
its  affairs.  The  Soviet  government  has  as  its  basic  principle  that 
no  one  will  be  allowed  the  ri^t  of  suffrage  who  emplo}^  another  man. 
They  expressly  exclude  in  their  constitution  the  clergy,  merchants  and 
professional  classes,  and  they  even  go  so  far  as  to  exclude  domestics 
who  woric  in  the  families  of  any  of  these  proscribed  classes.  That  is 
dictatorship  worse  than  the  Romanoff  dynhBty.  If  I  had  to  choose 
between  the  dictatorship  of  the  proletariat  and  the  dictatorship  of  an 
absc^ute  monarchy,  I  would,  select  the  latter.  Words  fail  me  to  give 
an  inventory  of  all  the  cruelties  perpetrated  and  practiced  by  the 
Bolshevik  government.  When  the  l^ovisional  Government  was  in 
power,  one  of  the  criticisms  of  it  on  the  part  of  the  Bolsheviks  was 
that  they  had  not  called  a  constituent  assembly.  They  did  call  a 
coDfltituent  assembly,  but  as  the  Russian  people  were  unaccustomed 
to  voting,  they  had  to  be  educated  in  exercising  that  privilege,  and 
the  constituent  assembly  postpcmed  its  meeting  for  from  forty  to  fifty 
days.  The  date  of  it  was  fixed  for  January.  The  Bolsheviks  came 
into  power  in  November,  1917,  and  the  date  was  fixed  for  Januaiy, 
1918. 

The  Bolsheviks  came  into  power  previous  to  the  meeting  of  the 
oowtitutional  assembly  and  they  did  not  let  it  meet.  It  only  remained 
in  iesBioxk  about  nx  hours  when  it  adjourned  after  organising.    The 
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Bdaheviks  had  arrested  all  of  the  cadets  who  were  elected  to  the 
Constituent  Assembly  by  constitutional  democrats.  On  the  organisa- 
tion of  this  Constituent  Assembly  the  Bolsheviks  saw  that  they  were 
in  the  minority  and  they  dispersed  the  assembly  through  a  drunken 
•sailor.  The  next  day  at  eleven  they  came  to  the  Duma,  within  three 
or  four  blocks  of  the  American  Embas^,  and  were  denied  entrance 
to  their  assembly  hall.  The  Soviet  Government  had  charged  that 
the  Constituent  Assembly  was  not  called  by  the  Provisional  Govern- 
ment  because  the  Provisional  Government  wished  to  perpetuate  its 
powers,  and  when  the  Constituent  Assembly  did  meet  the  Bolshevik 
Soviet  Government  dispersed  and  dissolved  it.  The  Soviet  leaders 
before  they  deposed  the  Provisional  Government  advocated  free  speech 
and  free  press.  When  they  came  into  power  they  suppressed  eveiy 
publication  that  was  not  Bolshevistic  and  imprisoned  everyone  who 
criticised  the  Bolshevik  rule.  Furthermore  they  repudiated  all  the 
debts  of  Russia.  Our  Government  had  advanced  1251,000,000  on  my 
reoonmiendation.  The  Soviet  Government  repudiated  that,  notwith- 
standing they  appropriated  the  supplies  which  that  indebtedness  or 
credit  had  bought.  There  were  quantities  of  war  supplies  at  Arch- 
angel and  Momonts  and  Vladivostock.  The  Bdshevik  Government 
appropriated  those  at  Momonts  to  the  extent  of  their  ability,  appro- 
luriated  all  of  those  at  Archangel  before  the  diplomatic  corps  went 
there  and  before  the  anti-Bdshevik  Revolution  occurred  on  the 
second  of  August,  1018,  and  would  have  appropriated  the  supplies 
at  Vladivostock  had  they  not  been  prevented  from  doing  so  by  an 
American  man-of-war.  More,  it  will  interest  you  to  know  that  Lenine, 
in  a  speech,  admitted  he  was  making  money  as  fast  as  the  printing 
presses  could  work,  and  that  his  object  was  to  destroy  the  value  of 
money.  He  did  not  hesitate  in  his  public  speeches  to  advise  the 
overturning  of  all  organised  government  everywhere. 

Our  institutions  have  f<v  their  foundation  the  principle  that  govern- 
ment derives  its  Just  powers  from  the  consent  of  the  governed.  They 
have  for  their  superstructure  universal  education,  and  for  their  crown- 
ing arch  equality  of  opportunity.  A  government  such  as  that,  and  I 
thmk  that  fittingly  describes  our  institutions,  the  Bolshevists  call  a 
capitalistic  government,  and  they  are  making  insidious  eff<vts  to  over- 
turn this  government,  which  has  stood  the  test  of  a  hundred  and 
forty  years,  and  which  every  true  Am^can  is  proud  of. 

About  two  months  after  the  Bdshevist  Government  came  into  power, 
I  was  visited  by  two  men,  separately,  whom  I  knew  very  well,  one 
had  been  connected  with  the  Provisional  Government  in  the  Depart- 
ment of  Finance,  and  the  othw  with  the  Empire,  with  the  Ministry 
of  Foreign  Affairs.  They  said  to  me,  we  have  come  to  adc  a  great 
favor  of  you.  As  you  know,  many  Russian  banks  have  credits  in  New 
York.     These  Russian  banks  have  all  been  nationalised  and  their 
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books  examined,  and  their  presidents  or  cashiers,  in  some  instances, 
have  been  ordered  to  send  a  cable  in  the  bank's  cipher  to  its  corre- 
spondent in  America,  ordering  them  to  pay  certain  amounts  to  certain 
people  in  America.  Now  both  of  these  men  said  to  me,  the  bank 
presidents  dare  not  refuse  to  send  these  cables  to  their  correspondents 
in  America,  but  the  Bolshevist  Government,  the  Soviet  Government, 
which  was  in  power  at  that  time  and  had  been  for  two  months,  wanted 
this  money  paid  to  its  emissaries  in  America  for  the  purpose  of  spread* 
ing  Bdshevist  doctrine  in  this  coxmtry.  They  adced  me  to  cable  the 
State  Department  in  cipher  not  to  comply  with  any  cable  orders  in 
cipher  from  their  correspondents  in  Russia,  without  confirmation. 
While  I  realised  the  delicacy  of  the  request,  I  complied  with  it.  Every 
Ambassador  in  a  foreign  country  has  a  personal  cipher  which  is  for 
his  own  use  on  strictly  confidential  subjects.  A  cable  sent  in  that 
code  is  to  be  deciphered  by  the  Ambassador  himself,  likewise  a  cable 
the  Ambassador  sends  in  that  code  is  to  be  deciphered  by  the  Secre- 
taiy  of  State.  I  cabled  the  infOTmation  to  the  State  Department,  and 
while  the  State  Department  didnt  reply,  I  have  learned  since  I  re- 
turned to  America  that  it  complied  with  the  request.  Now«  this  shows 
what  woric  the  Bolshevist  propaganda  is  doing  in  America. 

Hie  dissensions  and  differences  or  controversies  between  employer 
and  employee  which  prevail  in  this  coxmtry  today  and  in  every  civil- 
ised countiy  on  the  globe  can  all  be  traced  back  to  Russia.  They 
hark  back  to  the  Bolshevik  successes  in  that  aflUcted  country.  The 
Russians  are  applying  to  us  for  aid.  They  don't  wish  us  to  send  an 
army  there.  We  could  have  intervened  and  saved  our  face  before  the 
armistice  was  signed.  The  Allies  and  the  Associated  Governments 
could  have  eradicated  Bolshevism  in  Russia  if  they  had  intervened 
with  force  before  the  armistice  was  signed.  But  they  did  not  do  it. 
And  the  question  is  now,  what  is  the  remedy  for  that  situation? 

I  have  said  since  returning  to  this  coimtiy  that  it  is  impossible  to 
estaUish  peace  in  Ruseia  with  chaos  prevailing  in  Russia.  I  have  con- 
cluded after  six  months  stay  in  this  country  that  it  is  impossible  to 
establish  industrial  peace  in  America  with  Bdshevism  and  Bolshevik 
rule  in  Russia.    (Apidause.) 

That  is  not  all.  The  Bolshevik  armies  which  have  been  growing 
in  power  and  in  discipline  since  I  left  Russia  in  November  last,  are 
disciplined  and  commanded  by  German  officers.  Those  armies  con- 
sist of  mercenaries,  Letts  and  Chinese,  and  conscripted  Russians  who 
were  f<Mfced  to  join  the  army  rather  than  starve  or  freese,  and  are 
forced  to  join  the  army  in  some  instances  because  their  women  folks 
have  been  imprisoned  and  held  as  hostages. 

Germany  is  not  only  commanding  this  army  of  the  Bolshevik  Gor- 
efnment  tbroui^  its  officers^  but  is  making  plans  for  an  ecommuc  war, 
and  bag  already  begun  to  estaUish  her  infiueaee  In  Russia. 
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When  I  went  to  Russia,  although  the  war  had  been  in  pFogress  for 
twenty-one  months,  I  found  that  the  Russian  authorities  had  been  un- 
able to  loosen  the  control  of  the  German  interests  on  Russian  industry. 
As  I  have  said  frequently  before,  if  this  war  had  been  postponed  in 
its  opening  for  ten  years  Germany  would  have  had  such  a  secure 
foothold  in  Russia  that  it  would  have  been  impossible  to  dislodge  her. 

Now,  I  have  read  and  heard  that  the  terms  of  peace  imposed  upon 
Germany  are  very  severe.  I  do  not  feel  that  way  myself,  but  I  can 
show  you,  \mcontrovertibly,  that  Gennany  is  maldng  greater  progress 
in  reconstruction  than  any  other  country  engaged  in  the  war.  Ger- 
man territoiy  was  not  invaded,  except  at  the  beginning  of  the  war; 
her  industries  are  intact,  and  her  laborers,  instead  of  demanding  a 
six-hour  day,  and  a  week  of  five  days,  are  appealing  for  a  ten^our 
day  and  a  week  of  six  or  seven  days.  Germany  realises  that  Russia 
is  a  good  field  for  German  enterprise.  These  armies  of  the  Bolshevik 
Government  composed  of  mercenaries  and  conscripted  Russians,  as 
I  have  said,  and  commanded  by  German  officers,  are  a  camouflage. 
The  contest  is  not  between  the  Bcdsheviks  and  the  Russians,  but  be- 
tween the  Germans  and  the  Russians.  Germany  is  better  acquainted 
with  the  resources  of  that  expansive  area  than  any  other  country  on 
the  globe,  and  if  Germany  gets  control  of  Russia  and  utilises  its 
resources  and  organises  its  enormous  man-power,  it  will  be  as  strong 
ten  years  from  now  as  it  was  at  the  beginning  of  the  late  war. 

The  Russians  are  appealing  to  us  for  help,  for  assistance,  for  en- 
couragement. I  think  ihey  deserve  it.  Russia  has  twice  defended  us. 
By  us,  I  mean  the  United  States  Government.  During  our  Civil 
War,  when  England  was  about  to  recognise  the  independence  of  the 
Confederacy  through  the  influence  of  Jackson  and  others,  Russia  had 
her  cruisers  in  American  harbors  and  said,  ''If  England  recognises 
the  independence  of  the  Southern  Confederacy  we  will  aid  the  Union 
cause."  On  other  occasions  in  1803,  when  this  coxmtry  was  going 
through  the  severest  panic  in  its  history,  Russia  offered  to  loan  three 
hundred  million  dollars  in  gold  to  the  Cleveland  Administration,  in 
order  that  it  would  not  be  compelled  to  suspend  specie  payment.  It 
was  refused  and  the  bankers  of  the  United  States,  headed  by  J.  P. 
Morgan  of  New  York  came  to  the  rescue  of  the  administration,  and 
averted  the  gold  panic.  Russia,  however,  did  not  know  that  that 
generous  offer  would  not  be  accepted. 

The  Russian  people  have  performed  a  noble  part  in  this  war,  not- 
withstanding the  withdrawal  of  Russia  one  year  before  the  war  tennis 
nated.  After  the  beginning  of  the  war  you  remember  that  Russia 
was  invaded.  That  invasion  and  the  invasion  of  Galicia,  and  the 
retreat  therefrom,  cost  Russia  hundreds  of  thousands  of  her  sons,  but 
she  made  the  sacrifice  in  our  cause,  in  the  cause  of  civilisation  and 
humanity.    It  has  been  too  soon  forgotten.    That  sacrifice  that  Russia 
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made  in  East  Prussia  and  Qalicia  saved  Paris,  saved  all  the  channel 
ports  in  France,  and  saved  the  French  and  British  armies.  Do  you 
adc  why?  Because,  if  it  had  not  been  for  that  invasion  by  the 
Russian  army  at  East  Prussia  and  Galicia,  Germany  and  Austria  would 
have  sent  their  divisions,  as  they  did  when  Russia  withdrew  from  the 
war,  to  the  western  front  when  the  British  and  the  French  armies 
were  comparatively  small  and  weak  and  would  not  have  had  the 
asBistanee  of  American  troops. 

When  I  arrived  at  Petrograd  the  Minister  of  War  was  in  prison. 
He  had  been  tried  with  not  only  betra3ring  his  coimtry  to  the  Germans 
but  failing,  intentionally,  to  provide  the  Russian  Army  on  its  retreat 
from  Galicia  into  East  Prussia  with  anmiunition  and  arms.  Those 
Russian  soldiers  marched  up  to  the  fortified  places  of  the  Germans 
and  Austrians  without  arms.  I  do  not  know  of  any  severer  test  of 
courage  that  any  army  could  be  expected  to  go  through.  When  they 
were  mowed  down  by  machine  guns  in  the  hands  of  well-equipped 
sc^diers  of  Austria  and  Germany,  the  ranks  were  filled  with  other 
unarmed  men  going  to  the  slau^ter.  These  same  Russians  are  ask- 
ing for  our  assistance  now.  Russia  deserves  consideration  at  the  hands 
of  the  Allies.  I  would  be  in  Russia  today  had  my  health  not  failed, 
if  my  strength  had  not  been  seriously  impaired.  I  promised  in  the 
name  of  my  Government,  supplies  to  these  Russians  if  they  would 
but  organize  and  repel  the  encroachment  of  Germany  and  that  meant 
deposing  the  Bolshevik  element.  How  much  longer  will  the  Allies 
play  the  part  of  Pontius  Pilate,  and  by  washing  their  hands  lay  flatter- 
ing unction  to  their  souls  while  the  patriotic  Russians  are  being 
murdered  by  the  Bolsheviks,  and  are  crsdng  for  aid  to  us  and  other 
allied  countries?  I  do  not  advocate  sending  an  army  into  Russia. 
It  would  not  be  necessaiy. 

You  ask  me  what  the  remedy  for  this  situation  is.  In  my  judgment, 
the  surest  and  the  promptest  remedy  is  the  formation  of  a  league 
of  nations.  (Applause.)  That  can  be  accomplished  by  the  ratifica- 
tion of  the  Peace  Treaty.  What  have  we  to  fear  by  membership  in 
a  league  of  nations?  A  league  of  nations  is  our  own  child.  We  an- 
nounced when  we  entered  the  world  war  that  we  didn't  participate 
in  it  for  the  purposes  of  annexation,  or  extending  our  territory,  and 
we  would  receive  no  indemnity.  We  looked  upon  it  as  a  struggle 
between  the  forces  of  humanity.  We  raised  the  plane  of  issue  above 
a  war  of  conquest.  We  announced  our  intentions  to  make  this  the 
last  war.  We  annoimced  in  the  beginning  our  plans  for  that— mainly, 
the  formation  of  a  league  of  nations. 

I  don't  see  anything  to  fear  from  membership  in  this  league.  We 
are  the  strongest  people  on  the  face  of  the  globe.  European  govern- 
ments are  indebted  to  us,  and  our  balance  of  trade  is  annually  three 
billions  of  dollars  in  our  favor.    We  will  have  more  influence  in  the 
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league  of  nations  than  any  other  two  governments.  Our  chair  is 
there  at  the  head  of  the  table.  I  don't  wish  to  impose  my  c<mvio- 
tions  upon  you,  but  I  see  no  escape  from  the  ratification  of  that 
peace  treaty. 

What  would  be  the  effect  if  we  should  fail  to  ratify  it?  It  pro- 
vides that  it  shall  go  into  operation  when  three  of  the  great  countries 
ratify  it.  England  has  already  ratified  it  and  France  will  ratify  it 
this  week.  Italy  and  Japan  and  America  are  the  only  three  coun- 
tries left;  when  one  of  these  three  countries  ratifies,  this  peace  treaty 
goes  into  effect,  and  those  who  fail  to  ratify  it  will  have  to  make 
their  peace  with  Germany  separately. 

I  repeat  that  all  of  the  social  troubles,  and  all  of  these  labcM'  troubles, 
these  controversies  between  employers  and  employees,  many  of  them 
are  not  for  improved  conditions,  many  of  them  are  for  enlarged 
power;  all  of  these  differences  go  back  to  Russia.  If  the  Bolshcviki  had 
not  been  permitted  to  rule  that  afflicted  country,  if  they  had  been 
exterminated — it  would  be  a  breach  of  diplomatic  custom  for  me  to 
say  that  I  recommended  the  extermination  of  the  Bolsheviks  and  I 
don't  say  it  (laughter) — but  if  they  had  been  exterminated  before  they 
instituted  this  reign  of  terror  in  the  summer  of  1918  and  the  spring 
of  1018,  we  would  have  had  much  less  labor  controvert  throu^out 
this  broad  land.  But  we  didn't  do  it,  and,  as  I  said,  and  I  repeat  it, 
we  have  come  to  the  parting  of  the  ways.  We  have  come  to  a  crisis 
in  our  industrial  conditions.  And  I  say  in  the  ratification  of  that 
Peace  Treaty,  the  swiftest  and  surest  remedy  for  this  deplorable  situa- 
tion lies.    I  thank  you.    (Tremendous  applause.) 

A  Member:  I  move  this  convention  express  by  a  rising 
vote  its  appreciation  of  the  splendid,  intelligent  and  clear 
manner  in  which  we  have  learned  of  the  bleeding  and  suffer- 
ing sustained  in  Russia. 

The  motion  was  carried  with  great  applause. 

Pbbsidbnt  Maddox:  We  will  now  proceed  with  the  discus- 
sion of  the  amendments  which  were  not  disposed  of  yesterday. 
These  amendments  to  the  Constitution  have  been  prepared 
in  writing  and  I  will  refer  to  them  briefly,  and  if  tliere  are 
any  questions  you  wish  to  ask,  Judge  Paton  will  be  glad  to 
answer  them  and  explain  the  object  of  the  amendment. 

W.  G.  Edens:  May  I  ask  tiiat  this  resolution  (waving 
paper)  be  presented  by  request? 

PBEsmENT  Maddox:  Let  the  resolution  be  presented  to  the 
General  Secretary  for  reading. 
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General  Secretary  Farns worth:  I  will  read  the  follow- 
ing letter: 

''Resolution: 

"We,  as  representatives  of  the  American  Bankers  Associa- 
tion coming  from  the  great  scenic  northwest  feel  like  calling 
the  attention  of  the  public  to  what  America  has  to  offer  to 
tourists  in  the  way  of  fine  comfortable  travel,  sightseeing 
and  adequate  hotel  facilities  in  our  own  country,  and  there- 
fore be  it 

"Resolved,  That  bankers  encourage  American  tourists  to 
'See  America  First.' " 

"It  is  signed  by  E.  G.  Crawford,  Portland,  Oregon;  H.  W. 
MacPhail,  Raymond,  Washington;  George  L.  Ramsey,  Helena, 
Montana;  Jas.  Ringold,  Denver,  Colo.;  H.  L.  Hopkins,  Clark, 
S.  D. ;  F.  A.  Irish,  Fargo,  N.  D. ;  J.  W.  Wheeler,  St.  Paul,  Minn. ; 
Geo.  W.  Perry,  Sheridan,  Wyo.;  Walter  E.  Miller,  Nampa, 
Idaho;  L.  H.  Famsworth,  Salt  Lake  City,  Utah." 

On  motion,  the  resolution  was  adopted. 

pREsmENT  Maddox:  The  first  amendment  to  the  constitu- 
tion, approved  by  the  Executive  Council,  is  in  regard  to  the 
election  of  an  Assistant  Treasurer.    What  is  your  pleasure? 

(Motion  made  and  carried  that  the  amendment  as  pub- 
lished be  adopted.) 

Next  is  in  regard  to  the  report  of  the  Nominating  Committee 
and  installation  of  officers. 

(Amendment  adopted.) 

The  next  is  in  regard  to  the  vacancy  in  office  of  State  Vice- 
President,  amending  Article  IV,  section  3  of  the  constitution. 

(Amendment  adopted.) 

The  next  is  in  regard  to  adding  the  Second  Vice-President 
to  the  Administrative  Committee. 

(Amendment  adopted.) 

I  want  you  gentlemen  to  understand  that  I  am  merely 
hurrying  for  the  purpose  of  facilitating  the  work  of  the 
convention.  I  do  not  wish  to  deprive  any  delegate  to  the 
convention  of  the  privilege  of  asking  any  question  he  wishes 
to  ask  in  these  matters.   The  amendments  have  been  approved 
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by  the  Executive  Council  unanimously,  but  I  do  not  want 
the  delegates  to  think  that  the  chair  is  endeavoring  to  rush 
them  through  without  proper  consideration. 

The  next  is  the  enlargement  of  the  Federal  and  State  Legis- 
lative Coimcils. 

(Amendment  adopted.) 

Independent  legislative  action  by  sections — ^you  are  prob- 
ably familiar  with  that  amendment,  which  gives  the  different 
sections  the  right  to  undertake  independent  action  in  any 
State  or  Federal  legislation  that  they  see  proper  to  take,  and 
when  that  action  is  taken  by  the  sections  independently,  the 
Association  takes  no  action  imless  directed  by  the  convention 
assembled. 

(Amendment  adopted.) 

Next  is  in  regard  to  the  annual  dues  of  the  members.  I 
assume  you  gentlemen  have  read  that  amendment,  it  does  not 
increase  the  dues  of  probably  thirteen  thousand  of  our  mem- 
bers who  now  pay  ten  dollars.  Our  membership  is  now  largely 
composed  of  the  small,  country  bankers,  and  their  dues  are 
ten  dollars.  There  is  a  scale,  of  course,  for  the  other  dues. 
I  hope  you  gentlemen  are  familiar  with  it. 

(Amendment  adopted.) 

The  next  is  voting  for  members  of  the  Executive  Council. 
That  has  been  explained  in  my  report.  There  is  no  rule  or 
part  of  the  constitution  expressly  declaring  that  no  delegate 
shall  represent  any  more  than  one  member.  In  some  of  the 
states  where  one  delegate  is  interested  in  five  or  ten  or  fifteen 
banks,  sometimes  they  have  made  an  effort  to  vote  five  or 
ten  times,  and  this  decrees  that  no  delegate  shall  represent 
more  than  one  member. 

(Amendment  adopted.) 

The  next  is  in  regard  to  election  of  members  of  committees 
of  the  Executive  Council.  That  gives  the  Executive  Council 
the  right  to  elect  men  on  the  various  committees  when  in  its 
judgment  it  is  deemed  best  to  disregard  the  one,  two  or  three 
year  rule,  as  now  provided. 

(Amendment  adopted.) 
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The  next  is  the  recommendation  of  Mr.  E.  M.  Wing,  presi- 
cteit  of  the  Batavian  National  Bank,  LaCrosse,  Wis.,  that 
section  1,  of  Article  II  be  amended  in  regard  to  the  qualifi- 
cation of  membership  in  the  Association.  That  amendment, 
if  adopted,  would  deprive  several  hundred  members  of  mem- 
bership. 

Mr.  Goebel:  Mr.  President,  I  move  that  this  recommenda- 
tion be  laid  on  the  table. 

Pbesident  Maddox:  I  might  say  in  connection  with  the 
motion  that  the  Executive  Council  considered  that  amendment 
and  I  think  unanimously  disapproved  it. 

(The  motion  to  lay  the  amendment  on  the  table  was  un- 
animously carried.) 

The  next  is  a  recommendation  by  General  Secretary  Fams- 
worth  to  change  the  groups  of  some  of  the  states.  It  provides 
for  grouping  Delaware,  Rhode  Island  and  Nevada.  As  you 
gentlemen  know,  the  present  rule  of  the  Association  is  that 
those  states  having  less  than  100  membership  in  the  Associa- 
tion are  grouped  with  other  states  having  less  than  100  mem- 
bership and  they  are  given  one  member  on  the  Executive 
Council. 

Mb.  Haweb:  I  desire  to  offer  a  substitute  to  the  amend- 
ment as  written  in  the  program,  a  substitute  that  has  received 
the  unanimous  approval  of  the  Council.    It  is  as  follows: 

Amend  By-Law  four,  paragraph  C,  by  striking  out  the  whole  thereof 
and  substituting  the  following:  '^C.  States  not  provided  for  in  sub- 
division A,  herein  the  total  number  of  banks  eligible  for  member- 
ship in  the  American  Bankers  Association  is  less  than  100  or  does 
not  exceed  133,  shaU  each  be  entitled  to  one  member  of  the  Executive 
Coundl,  provided  the  members  of  the  American  Bankers  Association 
in  each  State  are  not  less  than  seventy-five  per  cent,  of  the  total 
number  of  banks  in  such  State  so  eligible  for  membership.  The  election 
of  such  members  of  the  Executive  Council  shaU  be  in  the  same  manner 
and  be  governed  by  the  same  rules  of  procedure  as  provided  in  sub- 
division B.  This  amendment,  however,  shall  not  affect  the  tenure  of 
office  of  the  present  members  of  the  Executive  Council  elected  to 
represent  particular  groups  and  no  such  State  can  have  more  than  one 
member  on  the  Executive  Council." 
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Amend  section  2,  Article  V,  by  striking  out  from  the  seoond  line 
thereof  the  words  '^Qroupe  of  States." 

I  move  the  adoption  of  the  substitute,  Mr.  President. 

(The  substitute  was  adopted.) 

Pbesident  Maddox:  The  next  amendment  providing  for  an 
Advisory  Committee  of  Nine,  proposed  by  the  State  Bank 
Section,  at  the  request  of  the  State  Bank  Section  has  been 
withdrawn,  and  unless  some  other  member  wishes  to  bring 
it  up  it  will  not  be  presented  for  your  consideration. 

There  was  an  amendment  to  this  other  amendment  that 
Judge  Paton  will  now  explain  to  you.  The  idea  is  this:  It 
sometimes  happens  that  a  vacancy  occurs  among  the  members 
of  the  Executive  Council  from  a  certain  State,  as  for  instance 
New  York  at  the  present  time,  so  that  the  State  has  not  the 
representation  at  the  convention.  It  was  thought  advisable 
to  provide  for  such  emergencies  as  that.  The  members  of 
the  Executive  Council,  as  you  gentlemen  probably  know,  are 
only  elected  by  the  members  of  the  American  Bankers  Asso- 
ciation at  the  State  conventions,  and  there  is  no  provision 
whatever  for  having  their  quota  of  Executive  Council  mem- 
bers filled  other  than  at  that  time.  This  amendment  is  only 
to  provide  that  in  the  case  of  death  or  resignation  of  any 
member  of  the  Executive  Council  from  any  state,  imtil  the 
next  election  held  at  the  annual  state  convention  the  successor 
can  be  appointed  for  the  interim  by  the  Vice-President  of 
the  American  Bankers  Association  for  that  state.  I  think  I 
have  made  it  clear  and  if  Judge  Paton  has  anything  that  he 
cares  to  add  we  will  be  glad  to  hear  from  him. 

(Judge  Paton  read  the  proposed  amendment,  explaining  it, 
and  it  was  unanimously  adopted.) 

(Note: — ^The  complete  text  of  all  amendments  adopted  ap- 
pears in  an  appendix  to  this  voliune.) 

PRBBmsNT  Maddox:  The  next  is  a  resolution  presented  by 
Mr.  Robt.  D.  Kent,  president  of  the  Merchants  Bank  of 
Passaic,  New  Jersey. 

Whoobas,  The  organisation  of  the  check  collection  system  of  the 
Federal  reserve  banks  has  disturbed  the  advantageous  collection  ar- 
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rangements  of  many  banks,  thus  rendering  it  more  troublesome  and 
expensive  to  collect  promissory  notes  and  drafts;  and 

Whbbbas,  There  exists  no  comprehensive  and  satisfactory  system  of 
collecting  from  the  outl3ring  towns  and  cities  of  the  country  these  in- 
struments, which  amount  to  vast  sums  in  the  form  of  millions  of  items; 
and 

"WwBtEAs,  There  exists  a  S3rstem  or  a  number  of  systems  of  perform- 
ing the  opposite  operation  of  distributing  sums  of  money  to  the  various 
towns  and  cities  of  the  country  through  what  are  known  as  money 
orders  or  travelers'  checks,  which  are  also  issued  in  great  numbers  and 
aggregate  vast  amounts;  therefore  be  it 

Rbsolvb),  That  there  be  appointed  by  this  Association  a  Committee 
of  five  to  give  careful  consideration  to  the  matter  in  order  to  ascertain 
if  it  would  not  be  practicable  and  desirable  to  form  an  organisation 
under  the  auspices  of  the  Association  to  conduct  in  combination  the 
two  classes  or  features  of  business  alluded  to,  and  in  such  a  way  as 
to  provide  from  its  profits  an  income  to  the  Association;  be  it  further 

BsBOLVD),  That  this  Committee  of  Five  report  to  the  Executive 
Council  of  the  Association,  and  if  the  report  is  favorable  to  the  pro- 
posal that  the  Executive  Council  be  authorised  to  proceed,  if  it  deems 
it  advisable,  to  the  organisation  of  a  corporation  to  carry  out  the 
purposes  of  the  resolution,  and  that  in  any  event,  it  report  on  the 
matter  at  the  next  annual  convention. 

(At  the  request  of  a  delegate,  discussion  of  this  resolution 
was  postponed  until  the  following  day.) 

President  Maddox:  The  next  resolution  is  presented  by 
Vice-President  Hawes,  suggesting  the  organization  of  a  special 
c<Hmnittee  to  be  known  as  the  Public  Relations  Committee, 
which  will  have  charge  of  the  matter  of  publicity  in  which  the 
Association  is  interested.  This  resolution  was  considered  by 
the  Executive  Council  and  with  the  consent  of  Mr.  Hawes 
these  words  were  stricken  out:  '^and  also  have  supervision  of 
the  Journal  of  the  Association."  As  we  already  had  a  com- 
mittee of  three  to  supervise  the  Journal  it  was  thought  best 
to  leave  that  out  of  the  duties  of  that  committee;  otherwise, 
the  Executive  Coimcil  recommended  the  adoption  of  the 
resolution. 

Mr.  Hawes:  I  know  of  no  objection,  Mr.  President.  I 
won't  discuss  it  unless  there  is  opposition  to  it. 
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(The  resolution  was  unanimously  adopted.) 
It  is  as  follows: 

RisoLTED,  That  a  Special  Committee  ib  hereby  created  in  pursuance 
of  Article  VI,  Section  2,  to  be  known  as  the  Public  Relations  Com- 
mittee, which  shall  have  in  charge  matters  of  publicity  in  which  the 
Association  is  interested,  including  the  relations  between  the  As80> 
oiation,  the  public  and  other  organisations.  Its  fxmctions  shall  indude 
the  preparation  of  advertising  forms  and  literature  for  the  members 
and  the  rendering  of  such  services  for  members  in  connection  with  ad- 
vertising and  publicity  as  may  be  proper  and  practicable.  The  Com- 
mittee shall  perform  such  other  duties  as  may  be  imposed  upon  it  from 
time  to  time  by  the  Executive  Council.  The  Committee  shall  be 
composed  of  seven  members  to  be  appointed  by  the  President,  subject 
to  confirmation  by  the  Administrative  Committee,  from  the  member- 
ship of  the  Association  or  from  the  membership  of  the  E<xecutive 
Coxmcil,  or  from  both  at  his  discretion. 

The  General  Secretary  then  read  invitations  to  the  American 
Bankers  Association  to  hold  its  annual  convention  in  1920  in 
Washington,  D.  C;  and  in  1921  in  Los  Angeles,  Cal.  The 
President  recognized  Mr.  Rosenburg  of  Washington,  D.  C. 

Mr.  Rgsbnbubq:  In  behalf  of  the  District  of  Columbia 
Bankers  Association,  of  which  I  have  the  honor  to  be  the 
executive  head,  I  wish  to  extend  in  a  spirit  of  hospitality  an 
invitation  to  the  American  Bankers  Association  to  meet  in 
convention  in  the  nation's  Capital  in  1920.  I  won't  go  into  a 
prolonged  discussion  as  to  why  the  invitation  should  be  ac- 
cepted. I  do  not  know  of  any  better  example  of  the  spirit  of 
hospitality  than  the  one  we  have  here  in  the  city  of  St. 
Louis,  (applause) ;  and  I  desire  to  say  in  behalf  of  Washing- 
ton, that  this  hospitality  will  be  shown  you  in  as  great  a 
degree  in  Washington  as  in  the  city  of  St.  Louis.  If  you  have 
never  been  in  Washington  it  will  give  you  an  opportunity  of 
visiting  that  city.  Now  then,  ladies  and  gentlemen,  permit 
us  to  greet  the  next  American  Bankers  Association  convention 
in  the  city  of  Washington,  one  year  hence.     (Applause.) 

PBEsmENT  Maddox:  If  there  is  no  objection,  the  invitation 
will  be  referred  to  the  Executive  Council,  as  is  customary. 

Mb.  W.  W.  Head:    We  have  listened  this  morning  to  the 
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speech  of  Governor  Francis  with  a  great  deal  of  interest  and 
appreciation  of  the  conditions  he  described  in  Russia  at  the 
present  time.  He  also  referred  to  the  conditicms  that  obtain 
in  this  country  and  to  the  fact  that  the  Bolshevists  of  Russia 
were  using  the  propaganda  that  was  originated  in  Petrograd 
to  establish  in  this  country  the  same  form  of  rule.  A  short 
time  ago  President  Wilson  said  that  we  must  practice  economy 
and  thrift  along  broad  lines,  and  there  has  been  formed  the 
National  Thrift  Committee,  of  which  our  honored  President 
is  a  member,  and  other  men  prominent  in  public  life  and  in 
private  life  are  members,  and  I  should  like  to  offer  at  this 
time,  if  it  please  you  sir,  the  following  resolution: 

"That  the  American  Bankers  Association  endorse  the  plan 
for  National  Thrift  Week  beginning  January  17th,  1920,  in 
which  it  is  intended  to  bring  home  to  the  individual  citisens 
of  the  United  States  and  Canada,  the  importance  of  continued 
thrift  and  economy,  the  value  of  life  insurance,  and  of  a  bank 
accoimt,  of  making  a  will,  of  owning  one's  own  home,  and 
tiie  paying  of  bills  promptly." 

This  same  resolution  has  already  been  passed  by  the  Na- 
tional Association  of  Life  Underwriters,  the  National  Con- 
federation of  Constructive  Industries,  the  National  Credit 
Men's  Association  which  is  composed  of  wholesalers,  and  the 
Retail  Credit  Men's  Association  of  the  United  States.  I  move 
lie  adoption  by  this  body. 

(The  resolution  was  unanimously  adopted.) 

The  meeting  then  adjourned. 


THIRD  DAY'S  SESSIONS 
Thubsday,  October  2,  1919 

The  third  session  was  called  to  order  by  President  Maddox 
at  10  a.  m.,  Thursday,  October  2.  An  invocation  was  offered 
by  Rev.  Leon  Harrison,  Rabbi  Temple  Israel. 

PsEsmENT  Maddox:  We  will  now  have  the  report  of  the 
Currency  Commission,  Hon.  A.  Barton  Hepburn,  Chairman. 
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General  Secretary  Famswortb  read  the  following  communi- 
cation from  the  Chairman  of  the  Commission: 

The  Federal  Reserve  Board  addressed  to  Senator  McLean,  Chair- 
man of  the  Committee  of  Banking  and  Currency  of  the  United  States 
Senate  on  August  8th,  a  letter  reviewing  the  financial  situation  in 
which  they  make  use  of  these  words: 

'The  Federal  Reserve  Board  believes  that  any  currency  legislation 
at  this  time  is  unnecessary  and  undesirable,  and  would  suggest  that, 
whether  viewed  from  an  economic  or  financial  standpoint,  the  remedy 
for  the  present  situation  is  the  same,  namely,  to  work  and  to  save, 
etc." 

Out  of  respect  to  the  sentiments  and  attitude  of  the  Federal  Reserve 
Board,  the  Currency  Commission  has  decided,  unanimously,  to  take 
no  action  upon  the  subject  under  their  jurisdiction  at  this  time.  We 
address  this  to  the  convention  in  explanation  of  our  attitude  and 
action. 

(Signed)    A.  Babton  Hbpbubn, 
Chairman  Currency  Commission. 

The  report  was  received  and  filed. 

PBEsmENT  Maddox:  The  next  will  be  the  report  of  the 
Insurance  Committee^  Mr.  Parker.  Is  Mr.  Parker  present? 
(No  response.) 

Mr.  Peck,  Chairman  of  the  Committee  on  State  Legislation 
— is  Mr.  Peck  in  the  room?    (No  response.) 

General  Counsel  Paton:  Mr.  President,  Mr.  Peck,  the 
Chairman  of  the  Committee  on  State  Legislation,  is  ill  and 
unable  to  be  present.  The  report  is  in  the  hands  of  Mr. 
Traylor  of  that  committee,  who  does  not  appear  to  be  present 
now.  On  behalf  of  the  committee  and  acting  as  its  secretary, 
I  ask  leave  to  file  the  report  as  being  read  to  you.  In  brief, 
I  might  say  that  that  report  shows  a  splendid  record  of  legis- 
lation and  action  in  the  different  States  this  year,  recom- 
mended and  urged  by  the  American  Bankers  Association. 
We  have  succeeded  in  having  the  negotiable  instruments  law 
passed  in  the  State  of  Texas.  There  is  only  one  other  State 
in  the  Union  that  has  not  passed  a  negotiable  instruments  law — 
that  is  the  State  of  Georgia,  but  through  the  efforts  of  our 
President,  I  understand  that  that  law  passed  the  senate  in 
Georgia  this  year  and  has  every  likelihood  of  passing  the 
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legislature  of  Georgia  next  year.  With  that  accomplished 
we  will  have  a  uniform  negotiable  instruments  law  throughout 
the  coimtry.  A  number  of  other  laws  of  great  value  to  bank- 
ing interests  have  been  successfully  urged  this  year,  one  in 
particular  a  law  allowing  a  bank  holding  a  check  for  collection 
to  send  it  direct  to  the  payor.  You  know,  the  courts  have 
quite  generally  held  that  that  method  of  forwarding  is  negli- 
gent, and  the  bank  forwarding  is  responsible.  Custom  has 
been  to  the  contrary.  It  is  quite  customary  to  forward  a 
check  for  payment  to  the  bank  upon  which  it  is  drawn,  and 
this  law  legalizes  the  custom.  That  law  we  have  succeeded 
in  having  passed  in  the  State  of  Missouri  and  some  ten  other 
States  this  year.  I  will  not  enumerate  the  different  laws  of 
this  character  which  have  been  passed,  but  all  told  the  report 
of  the  Committee  on  State  Legislation  shows  that  sixty  meas- 
ures recommended  by  this  Association  have  been  put  on  the 
statute  books  of  state  legislatures  this  year,  and  I  think  that 
is  a  wonderful  record.     (Applause.) 

REPORT  OF  COMMITTEE  ON  STATE  LEGISLATION 

Your  Committee  on  State  Legialation  have  been  active  during  the 
past  year  in  promoting  bills  recommended  by  our  Association  for  en- 
actment in  the  different  states.  The  results  accomplished  have  been 
most  gratifying. 

The  work  has  been  accomplished  through  the  cooperation  of  mem- 
bers of  the  State  Legislative  Council  in  each  state  working  in  con- 
junction with  the  State  Vice-Presidents  of  the  American  Bankers 
Association  and  of  the  various  Sections  and  with  the  active  assistance 
of  secretaries  and  legislative  committees  of  state  bankers'  associations; 
also  with  the  cooperation  in  many  instances  of  the  heads  of  banking 
departments. 

The  Committee  organised  by  aiwigning  to  each  of  its  twelve  mem- 
bers certain  states  to  which  each  such  member  should  give  particular 
attention. 

In  December,  1918,  a  program  of  legislation  recommended  by  the 
AsBOciaticm  for  state  enactment,  containing  drafts  of  proposed  laws 
with  explanatoiy  statements  of  their  purpose  and  with  a  list  of  the 
states  in  which  such  laws  were  needed  was  issued  under  the  auspices 
of  our  Conunittee  and  placed  in  the  hands  of  all  interested  workers. 
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Over  forty  states  have  held  regular  legislative  sessions  during  this 
year  and  an  active  campaign  was  inaugurated  in  each  of  these  states. 
The  result  in  detail,  so  far  as  reports  have  been  received,  is  (^ven  in 
two  summaries  of  state  legislation  affecting  banks,  enacted  during 
1919,  one  issued  last  May  and  a  supplemental  summary  issued  this 
month.  These  summaries  give  not  only  the  Association  bills  whidi 
have  been  passed  but  also  bills  on  other  subjects  affecting  banks  and 
while  they  are  not  absolutely  complete  because  final  reports  have 
not  all  been  received,  still  they  present  a  digest  of  a  vast  amount  of 
bank  legislation  which  has  been  enacted  this  year,  which  will  prove  of 
value. 

So  far  as  our  Association  measures  are  concerned,  the  following  re- 
capitulation will  be  of  interest: 

The  negotiable  Instruments  Act  has  been  passed  in  the  state 
of  Texas  and  this  law  has  now  been  enacted  in  every  state  of 
the  Union  with  the  single  exception  of  Georgia. 

The  Uniform  Bills  of  Lading  Act  has  been  passed  in  the 
states  of  North  Carolina  and  California. 

The  Uniform  Stock  Transfer  Act  was  not  passed  in  any  of 
the  states  this  year,  but  an  effort  to  repeal  the  Act  heretofore 
passed  in  the  state  of  Connecticut  was  successfully  opposed. 

The  Act  to  punish  derogatory  statements  affecting  banks  has 
been  passed  in  the  states  of  Georgia,  Kansas  and  West  Virginia. 
The  Act  to  punish  the  giving  of  checks  or  drafts  without  funds 
has  been  passed  in  the  states  of  Arizona,  Georgia,  Michigan, 
Minnesota,  Montana,  New  Jersey,  New  Mexico,  Penn^lvania 
and  Wyoming,  although  in  a  number  of  these  states  it  was 
modified  so  that  the  providing  of  funds  by  the  maker  within 
a  certain  number  of  days  after  notice  of  non-pa3rment  relieved 
him  from  criminal  responsibility. 

The  Act  defining  and  punishing  the  crime  of  burglary  with 
explosives  has  been  passed  in  the  state  of  Nevada. 

The  Act  fixing  the  liability  of  a  bank  to  its  depositor  for 
payment  of  forged  or  raised  checks  has  been  passed  in  the 
states  of  Georgia,  Missouri,  Nebraska,  Nevada,  and  West 
Virginia  and  in  Idaho  the  form  of  law  originally  passed  was 
amended  to  conform  to  the  draft  of  act  now  recommended. 

The  Act  relative  to  payment  of  deposits  in  two  names  has 

been  passed  in  the  states  of  Georgia,  Nevada  and  West  Virginia. 

The  Act  relative  to  the  payment  of  deposits  in  trust  has  been 

passed   in    the    states    of    Georgia,   Nevada,   Ohio   and    West 

Virginia. 

The  Act  concerning  the  competency  of  bank  notaries  has  been 
passed  in  the  state  of  West  Virginia. 
The  Act  to  limit  the  liability  of  a  bank  for  non-payment  of 
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a  check  through  error  has  been  passed  in  the  states  of  Michigani 
North  Carolina,  Tennessee  and  West  Virginia. 

The  Act  authorising  banks  to  forward  items  direct  to  the  payor 
has  been  passed  in  the  states  of  Georgia,  Michigan,  Minnesota, 
Missouri,  Nevada,  Oregon  and  South  Dakota. 

The  proposed  Act  authorising  state  institutions  to  join  the 
Federal  reserve  system,  in  the  form  recommended  by  the  Asso- 
ciation, has  been  passed  in  the  states  of  Arisona,  Nevada,  New 
Mexico,  North  Carolina,  Tennessee,  Utah,  Vermont,  West  Vir- 
ginia and  Wyoming.    In  the  state  of  Ohio  an  act  was  passed 
in  different  phraseology  but  embodying  the  substance  of  the 
recommended  bill;  and  in  the  state  of  Colorado  sections  1  and 
2  of  the  bill  were  passed. 
In  all,  sixty  enactments  of  measures  recommended  by  this  Associa- 
tion have  been  placed  on  the  statute  books  of  the  different  states  this 
year,  and  our  Committee  feeb  gratified  that  their  labors  have  met 
with  a  considerable  degree  of  success. 

Pbesident  Maddox:  That  certainly  is  a  very  gratifying 
report  of  the  (Committee  on  State  Legislation.  I  know  that 
they  have  done  excellent  work  for  the  Association. 

The  next  is  the  report  of  the  Committee  on  Trade  Accept- 
ances. Mr.  Treman,  the  Chairman,  is  not  here,  but  I  imder- 
stand  one  of  the  members,  Mr.  Sands  of  Richmond,  would 
probably  make  that  report.  Is  Mr.  Sands  in  the  room  at  this 
time?    (No  reply.) 

(Note: — ^For  report  of  this  committee,  which  is  the  same  as 
that  prepared  by  the  Acceptance  Committee  of  the  National 
Bank  Section,  see  proceedings  of  that  Section.) 

PsEsmsNT  Maddox:  The  report  of  the  Committee  to  Co- 
operate with  the  United  States  Section  of  the  International 
High  Commission. 

Gensbal  Sbcbetaby  Fabnswobth:  The  Committee  reports 
that  it  has  not  held  any  meeting  during  the  past  year  and 
that  there  is  no  report  to  make;  that  they  are  ready  to  act  at 
any  time  emergency  may  demand. 

Pbisident  Maddox:  The  report  of  the  Coimnittee  to  Co- 
operate with  the  Committee  of  the  Chamber  of  Commerce  of 
the  United  States  Regarding  Foreign  Exchange. 

General  Secbstabt  Fabnswobth  (reading) :    "In  reply  to 
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your  letter  of  the  24th  I  beg  to  state  that  there  has  been  no 
meetmg  of  the  Committee  to  Co-Operate  with  a  Committee 
of  the  Chamber  of  Commerce  of  the  United  States  Regarding 
Foreign  Exchange  since  our  report  to  the  Association  of  last 
year,  as  nothing  has  come  up  to  require  the  attention  of  your 
Committee.    We  have,  therefore,  no  report  to  make  this  year. 

J.  H.  Fulton,  Chairman." 

PREsmENT  Maddox:  The  report  of  the  Special  Committee 
on  Forms  for  Income  Tax,  Mr.  Elias  Doar,  Chairman. 

General  Secretary  Farnsworth  (reading):  "I  find  it 
impossible  to  attend  the  Convention  and  acting  upon  your 
suggestion  of  the  24th  inst.,  I  beg  to  report  for  my  Committee. 

"About  January  11th,  1919,  we  were  courteously  received 
by  the  Honorable  Commissioner  of  Internal  Revenue,  and 
as  Chairman  representing  the  Committee,  I  had  a  conference 
with  the  Department's  'expert'  upon  'forms.' 

"I  regret  to  report  that  when  the  'forms'  arrived  it  appeared 
that  our  efforts  were  in  vain,  as  the  'forms'  are  more  compli- 
cated than  ever.  I  suggest  that  the  committee  be  disbanded 
as  I  do  not  believe  any  relief  can  be  had  along  the  lines  hoped 
for. 

"With  thanks  to  the  officers  of  the  Association  for  the  honor 
of  my  appointment  and  kind  personal  regards, 

"Elias  Doar,  Chairman." 

PREsmENT  Maddox:  I  may  add,  gentlemen,  that  the  out- 
look is  not  so  discouraging  as  the  report  might  indicate.  Our 
General  Counsel  stated  that  he  still  felt  that  he  would  be  able 
to  bring  about  some  desirable  changes. 

Next  will  be  the  report  of  the  National  Coimcillor  for  and 
Representing  the  American  Bankers  Association  at  the  United 
States  Chamber  of  Commerce  meeting. 

The  meeting  which  was  held  in  the  city  of  St.  Louis  last 
spring  was  largely  att^ided.  That  organization,  as  you  know, 
is  perhaps  one  of  the  largest  business  organisations  in  the 
United  States,  as  practically  every  industry  is  represented. 
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I  believe  that  the  American  Bankers  Association  and  the 
United  States  Chamber  of  Commerce  are  working  alcmg 
parallel  lines  and  it  has  always  been  the  intention  of  the 
(^cers  of  the  American  Bankers  Association  to  cooperate  in 
every  way  with  the  Chamber  of  Commerce. 

The  convention  was  a  great  success,  very  largely  attended, 
and  I  hope  it  did  some  good. 

The  next  report  will  be  that  of  the  Committee  of  Five, 
Tfaos.  B.  McAdams,  Chairman. 


REPORT  OF  COMMITTEE  OF  FIVE 

Thob.  B.  McAdamb,  Chairman 

During  the  year  your  Committee  has  had  two  meetings  and  has 
given  careful  consideration  to  the  development  of  the  exchange  ques- 
tion. Conferences  have  been  held  with  members  of  Congress  and  the 
Federal  Reserve  Board.  Investigation  reveals  the  fact  that  any  effort 
to  pass  new  legislation  having  for  its  purpose  the  clarifying  of  the 
language  of  the  existing  statutes  dealing  with  the  exchange  question, 
would  be  strenuously  opposed  by  the  leaders  of  the  Banking  and 
Cinrenpy  Committee  of  both  houses,  the  Secretary  of  the  Treasury 
and  the  Federal  Reserve  Board.  Even  should  it  be  possible  to  pass 
nudi  legislation  in  the  face  of  this  opposition,  we  feel  confident  that 
such  pressure  would  be  brought  to  bear  upon  the  President  by  those 
doeely  associated  with  him,  that  he  would  veto  the  measure. 

The  General  Counsel  of  the  American  Bankers  Association  is  still 
of  the  opinion  that  there  is  reasonable  ground  for  contending  that  the 
rulings  of  the  Federal  Reserve  Board  of  this  subject  are  not  in  entire 
accord  with  the  language  and  spirit  of  the  existing  statute,  and  your 
Committee  believes  that  at  this  time,  relief  can  only  be  secured  through 
the  institution  of  proper  legal  proceedings. 

Pbesident  Maddox:  The  report  will  be  received  and  filed, 
unless  there  is  some  discussion  from  the  delegates  present. 

The  first  Section  r^>ort  in  the  order  of  this  morning's  ses- 
sion is  the  report  of  the  Trust  Company  Section,  John  W. 
Plstten,  President. 

Major  Dinkins:  In  the  absence  of  Mr.  Flatten  I  have 
been  asked  to  read  his  report. 
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REPORT  OP  THE  TRUST  COMPANY  SEC5TI0N 
John  W.  Platten,  Pbbbident 

Since  the  Chicago  Convention  the  Trust  Company  Section  has  been 
very  active  in  developing  forms  of  service  of  particular  interest  and 
value  to  its  members. 

The  Executive  Committee  has  held  its  meetings  throughout  the 
year,  and  the  various  sub-committees  have  met  at  frequent  intervals 
in  order  to  confer  regarding  the  work  in  hand.  A  few  of  the  conerete 
accomplishments  may  be  stated  as  follows: 

a.  Through  the  Committee  on  Legislation  an  unnecessary 
and  undesirable  feature  contained  in  the  Edge  Bill  was  elimi- 
nated. 

b.  The  Committee  on  Protective  Laws,  having  in  charge  the 
matter  of  state  legislation  pertaining  to  trust  companies,  has 
worked  closely  in  conjunction  with  the  State  Legislative  Com- 
mittee of  the  Association  in  forwarding  or  combating  bills  of 
primaiy  interest  to  trust  companies  introduced  in  the  farty* 
three  state  legislatures  which  have  met  during  the  past  year. 

c.  Through  the  Committee  on  Publicity  a  large  volume  of 
advertising  matter  has  been  collected  and  distributed,  and  defi- 
nite help  c^ven  through  personal  visitation  at  trust  company 
offices  and  talks  before  groups  of  bankers  in  planning  and  estab- 
lishing publicity  and  new  business  departments. 

d.  Many  trust  company  officers  have  called  at  the  office  of  the 
Secretary  throughout  the  year  in  search  of  help  along  this 
particular  line,  and  much  service  rendered  by  him  in  coopera- 
tion with  the  Committee. 

e.  The  Committee  on  Standardisation  of  Forms  and  Chargea 
has  conducted  a  nation-wide  investigation  in  reference  to  tnisi 
company  fees,  and  has  presented  at  this  convention  a  comiHne- 
hensive  report,  accompanied  by  a  schedule  of  fees  for  various 
forms  of  trust  company  service  as  they  are  in  force  in  different 
parts  of  the  country. 

f.  The  Committee  on  Cooperation  with  the  Bar,  which  was 
appointed  at  the  Chicago  convention  to  endeavor  to  harmoniie 
the  existing  conditions  between  the  legal  profession  and  trust 
companies,  and  to  eliminate  as  far  as  practicable  any  causes  for 
such  misunderstanding  or  lack  of  coordination  as  may  exist, 
has  made  excellent  progress,  and  we  confidently  hope  that  before 
another  year  has  elapsed  complete  harmony  between  trust  com- 
panies and  attorneys  will  obtain  in  all  parts  of  the  country. 

g.  The  Committee  on  Fiduciary  Protection  for  Men  in  86nrioe» 
also  appointed  at  the  Chicago  convention,  performed  excellent 
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service  until  the  date  when  the  annistioe  was  signed,  after  which 
its  activities  ceased. 

h.  The  Committee  on  Raihroad  Securities  has  kept  in  dose 
touch  with  the  various  plans  promulgated  and  bills  introduced 
upon  this  all  important  situation.  Its  policy  at  the  present  time 
is  one  of  watchful  waiting  in  order  that  the  influence  of  the 
trust  companies  of  the  United  States  may  be  availed  of  at  the 
proper  time  to  assist  in  the  passage  of  a  bill  which  it  is  hoped 
will  evolve  from  the  present  confusion  which  exists  in  reference 
to  t-hifl  matter. 

i.  At  the  meeting  held  at  White  Sulphur  Springs,  West  Vir- 
ginia, a  special  Committee  on  Legislation  was  created  to  co- 
c^)erate  with  similar  committees  from  the  Savings  Bank  and 
State  Bank  Sections  in  order  that  joint  consideration  by  the 
three  committees  would  lead  to  concerted  and  harmonious  action 
upon  the  part  of  the  state  chartered  sections  in  connection  with 
legislative  matters  needing  attention  from  time  to  time. 

The  State  Vice-Presidents  of  the  Section  have  performed  valuable 
service  throughout  the  year,  and  it  is  believed  that  through  these 
officers  much  will  be  accomplished  during  the  coming  year  to  direct 
favorable  attention  to  the  work  of  the  Section  and  open  new  avenues 
oi  service  which  we  can  perform. 

The  Eighth  Annual  Banquet  of  the  Trust  Companies  of  the  United 
States  held  imder  the  auspices  of  the  Section  in  New  York  City  on 
February  20,  brought  together  nearly  eight  hundred  bank  and  trust 
company  officers  from  all  parts  of  the  country  and  proved  in  points  of 
i^tendance,  popularity  and  interest  up  to  the  high  standard  set  in 
previous  years. 

One  hundred  thirty-two  members  have  been  added  to  the  Section 
this  3rear,  making  the  number  of  active  members  1,503,  and  associate 
members  402,  totaling  1,966. 

The  expenditures  have  been  kept  within  the  appropriation  granted. 

President  Maddox:  We  will  now  have  the  report  of  the 
Clearing  House  Section  by  Mr.  Thomas  B.  McAdams,  Presi- 
dent. 


REPORT  OF  CLEARING  HOUSE  SECTION 

Thomas  B.  McAdams,  PRBsroBNT 

The  Clearing  House  Section  comprises  in  its  membership  every 
regularly  organized  clearing  house  in  America,  with  a  total  member- 
Aip  of  243  and  approximately  6,000  banks. 
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During  the  year  the  energies  of  the  Section  have  been  dervoted  to 
the  building  up  of  a  oomprehensive  and  intelligrait  financial  senrice 
and  the  improvement  of  banking  methods. 

The  Section  suffered  a  severe  loss  last  December  through  the  resigna- 
tion of  the  Secretary,  Mr.  Jerome  Thralls,  who  resigned  to  accept 
the  secretaryship  of  the  Discount  Corporation  of  New  York.  Mr. 
Amos  F.  Hill  of  Boston  was  selected  as  his  successor  and  is  already 
rendering  a  real  service  in  developing  those  ideas,  some  old  and  some 
new,  which  are  of  real  value  to  the  clearing  house  banks  of  the 
country. 

The  expenses  of  the  Section  during  the  past  year  were  19,797.90,  the 
increase  over  the  expenses  of  last  year  being  largely  due  to  the  fact 
that  it  was  necessary  to  employ  a  secretary  for  our  Section  instead 
of  having  one  whose  time  was  divided  with  Uie  National  Bank  Section. 

In  addition  to  the  symbols  already  in  use,  during  the  year  a  wire 
non-pa3anent  symbol  has  been  adopted  and  recommended  to  the  banks. 

A  careful  analysis  is  being  made  of  the  rules  of  the  various  clearing 
houses  of  the  country,  with  the  view  of  presenting  a  digest  of  these 
rules  so  that  each  clearing  house  may  have  the  opportunity  to  adopt 
such  of  the  rules  and  regulations  in  vogue  in  other  centers  which  have 
proved  of  real  value  to  the  banks  of  those  cities. 

A  careful  study  has  been  made  of  the  operations  of  the  country 
clearing  house  and  a  detailed  report  prepared  showing  the  actual  sav- 
ing in  dollars  and  cents  through  this  method  of  handling  checks  on 
banks  not  collectible  through  the  Federal  reserve  system.  Every  effort 
will  be  made  diuing  the  coming  year  to  stimulate  the  organisation 
of  these  clearing  houses  in  the  several  Federal  reserve  districts  where 
they  are  needed,  so  that  they  will  not  only  serve  a  local  need  but 
also,  through  an  interchange  of  business  between  these  clearing  houses, 
make  less  complicated  our  present  collection  system,  save  transit  time 
and  reduce  expenses. 

The  form  adopted  by  the  Clearing  House  Section  last  year  for  the 
use  of  corporations  selling  their  paper  in  the  open  market  has  been 
put  in  final  shape  and  recommended  to  the  note  brokers  for  adoption. 
Conmiittees  have  been  appointed  in  the  various  cities  for  the  pmpoee 
of  getting  paper  busring  banks  to  insist  upon  paper  offered  them  for 
sale  being  accompanied  by  this  or  similar  information.  It  is  felt  that 
a  bank  buying  paper  originating  in  other  sections  of  the  coimtry  is 
certainly  entitled  to  more  data  than  is  contained  on  the  usual  balance 
sheet.  Plans  are  now  under  way  by  which  we  feel  confident  this 
statement  will  be  put  into  gen«^  use  in  the  near  future,  but  the 
details  of  this  plan  caimot  be  announced  at  this  time. 

The  Clearing  Houses  of  the  country  again  proved  themselves  to  be 
one  of  the  most  important  factora  in  the  successful  flotation  by  the 
Government  of  the  Fourth  Liberty  and  Victory  loans,  and  the  banks 
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are  to  be  congratulated  upon  the  wonderful  way  in  lAMk  ihi&y 
uied  up  to  these  responsibilities  and  rendered  finanmal  ssrvioe  of  suoh 
real  vklue  to  the  nation. 

Pbbbidbnt  Maddox:  The  report  will  be  received  and  filed. 
We  will  now  bear  tbe  report  of  a  very  important  Section  of 
our  Association,  tbe  American  Institute  of  Banking,  by  Mr. 
J.  C.  Thomson,  President. 


REPORT  OF  AMERICAN  INSTITUTE  OF  BANKING 

SECTION 

J.  C.  Thomson,  President 

It  is  a  pleasure  to  come  here  to  report  to  you  for  the  Section  idiich 
has  received  such  favorable  consideration  at  the  hands  of  this  con- 
vention and  the  Executive  Council  and  idiich  has  received  such  cordial 
support  from  this  administration.  The  American  Institute  of  Bank- 
ing Section  is  proud  of  its  connection  with  the  parent  organisation. 
We  also  are  conscious  of  our  responsibilities  in  that  we  are  training 
tbe  men  who  are  to  be  the  future  members  of  this  Association. 

I  want  to  tell  you  just  a  little  bit  of  the  progress  during  the  last 
year.  You  realise  that  the  first  part  of  the  year  our  efforts  were 
devoted  very  largely  to  what  help  we  could  render  in  the  way  of 
Liberty  Loan  work  and  the  war  savings  campaign,  and  the  Institute 
has  been  a  very  vital  factor  in  every  city  where  we  have  a  chapter  in 
helping  the  war  savings  campaign  and  in  helping  in  the.  work  of  pro- 
moting thrift,  and  of  trying  to  teach  the  people  to  save  and  spend 
wisely. 

In  spite  of  flu  and  in  spite  of  war  conditions,  the  Institute  has 
a  gain  of  over  twelve  per  cent  in  its  membership  this  year  and  now 
has  nem-ly  24,000  members.  We  have  cut  out  from  our  work  every 
diapter  which  has  not  been  active,  and  have  also  organised  ten  new 
diapters  this  year,  including  two  State  Chapters.  These  State  Chapters 
are  a  new  feature  in  the  Institute  work.  We  are  hoping  that  we  will 
be  able  to  reach  the  majority  of  the  bank  men  in  this  country  which 
we  have  not  been  able  to  do  so  far  through  the  organisation  of  such 
chapters.  These  State  Chapters  will  serve  the  men  in  the  banks 
in  the  smaller  states,  which  are  too  small  to  have  a  chapter,  reaching 
the  individuals  through  the  formation  of  groups,  and  organising  them 
in  a  State  Chapter  to  give  them  something  of  the  benefit  of  personal 
contact  and  the  competition  which  comes  through  such  chapters.  We 
are  hoping  that  in  that  way  the  Institute  may  be  a  factor  in  many 
places  where  it  has  not  been  heretofore.    You  will  be  interested  to 


Digiti 


zed  by  Google 


126  FORTY-PIPTH  ANNUAL  CONVENTION 

know  that  four  hundred  men  have  received  the  Institute  certificate, 
which  means  that  they  have  completed  a  three-year  course  in  econom- 
ics, banking  and  law.  During  the  past  year  over  thirty-two  hundred 
men  have  done  that.  Most  of  these  certificates  are  issued  by  the 
chapters  under  the  arrangement  whereby  those  certificates  and  the  work 
that  those  men  have  done,  receive  actual  credit  for  degrees  in  recog- 
nized state  universities,  so  that  you  may  be  sure  that  the  work  that 
is  done  and  the  work  that  has  been  required  to  receive  that  certificate  is 
of  a  very  high  character. 

The  Institute  has  offered  the  facilities  of  its  educational  forces  to 
the  women  employes  of  the  bank,  and  we  have  done  that  in  order  that 
the  Institute  might  do  what  it  had  agreed  to  do  to  serve  the  banks 
better.  The  Institute  has  grown.  I  wish  you  could  have  attended 
the  graduation  exercises  of  New  York  Chapter  last  year.  The  New 
York  Chapter  had  a  class  of  five  hundred  members  diuing  the  year. 
They  had  graduation  exercises  at  which  they  had  a  regular  organised 
class.  The  bankers  of  New  York  came  and  saw  the  graduates  of  their 
own  banks  who  had  completed  this  course  of  study  and  who,  at  the 
end  of  three  or  four  years  had  a  lot  of  knowledge,  a  lot  of  informa- 
tion that  you  older  gentlemen  would  have  been  glad  to  have  had 
when  you  were  starting  in  the  banking  business.  That  has  been  true 
all  over  the  country,  San  Francisco,  Chicago,  Boston  and  various 
chapters  are  making  wonderful  progress  until  today  the  Institute  is 
in  a  position  where  we  are  proud  of  the  quality  of  the  work  that  we 
are  building.    The  Institute  has  made  good. 

I  do  not  need  to  tell  you  that  if  you  had  come  to  the  dinner  of 
the  Institute  Alumni  which  was  organized  at  the  annual  dinner  last 
year,  you  would  have  seen  that  many  of  the  men  who  are  leaders 
in  the  various  sections  are  prominent  Institute  men.  I  do  not  need 
to  tell  you  that  the  Institute  man  as  an  individual  has  made  good. 
But  I  am  going  to  tell  you  something  that  you  may  not  have  noticed 
yet,  that  the  bank  which  is  an  Institute  bank — and  I  know  at  least 
one  bank  in  this  country  which  is  proud  to  call  itself  an  Institute 
bank— is  distinguished  for  the  services  that  it  has  rendered.  The  next 
step  in  recognition  of  the  Institute  is  going  to  be  when  the  banks 
realize  that  the  Institute  bank  is  the  best  bank. 

We  realize  that  the  banker  today  has  got  to  come  in  contact  with 
outside  elements,  in  line  with  changing  conditions.  You  are  familiar 
with  the  unrest  in  this  country.  There  is  a  large  class  of  the  men  in  this 
country  that  are  trying  to  better  themselves  through  the  method  of 
strikes  and  organization.  The  principle  formulated  by  your  organisa- 
tion twenty  years  ago  is  used  by  the  American  Institute  of  Banking, 
whereby  men  in  the  banks  are  training  themselves  through  their  own 
efforts  and  your  advice,  knowing  that  they  are  learning  through 
practical  experience  so  they  may  take  the  business  and  go  ahead  as 
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a  result  of  that  experience.  These  men  are  in  the  banks,  they  are 
happy  and  contented  and  work  because  they  know  they  can  advance 
themselves  through  their  and  your  efforts. 

The  banks  of  America  in  this  condition  of  imrest,  in  this  unsettled 
time,  could  do  no  better  thing  than  to  show  to  other  organisations, 
particularly  the  labor  organisations,  that  men  who  work  side  by  side 
as  officers  and  employees  can  work  together  in  harmony,  can  develop 
thoDselves  and  can  through  their  efforts  and  their  education  advance 
themselves.  I  submit  to  you  that  there  is  a  thought  worth  tJiinking 
of.  Further  than  that,  your  Association  has  appointed  a  Committee 
on  Education.  That  committee  has  done  some  splendid  research  work 
this  past  year.  As  I  understand  it,  that  committee  is  to  extend  its 
^orts  and  the  Association  will  try  to  do  what  your  President  has 
said  is  one  of  the  most  important  things  this  Association  has  ever 
done— mold  public  opinion,  and  particularly  that  of  young  children, 
and  young  people  who  are  coming  on,  in  order  that  they  may  under- 
stand your  business,  in  order  that  they  may  have  proper  ideas  of 
thrift  and  of  economy.  Do  you  realise  that  in  the  24,000  or  25,000 
young  men  who  have  been  trained  in  the  principles  of  economics, 
banking  and  law,  who  have  just  recently  completed  their  school  years, 
who  are  equipped  through  public  speaking  coiu-ses  to  speak,  there  is 
the  finest  body  that  you  could  possibly  get  to  carry  on  that  work? 

Gentlemen,  the  Institute  is  proud  of  its  connection  with  your  Asso- 
ciation. The  Institute  is  attempting  to  finance  itself  and  administer 
itself  as  far  as  self-government  is  concerned.  We  appreciate  every- 
thing you  have  done;  we  are  at  your  service.  I  am  sure  that  diuing 
the  next  year,  with  your  help,  the  Institute  as  a  i^ole  is  going  to 
have  one  of  the  best  years  in  its  history.  I  thank  you  very  much. 
(Applause.) 

President  Maddox:    The  next  report  is   from  the  State 
Secretaries  Association,  Mr.  F.  H.  Colbum,  President. 


REPORT  OF  STATE  SECRETARIES  SECTION 

Fbederick  H.  Colbubn,  Prbsidbnt 

Two-thirds  of  the  members  of  this  section  are  in  attendance  at  the 
St.  Louis  convention.  If  the  general  membership  of  the  Association 
was  represented  in  like  proportion  there  would  have  been  approxi- 
mately 13,000  members  represented.  These  secretaries  faithfully  at- 
tended the  two  sessions  of  their  meeting  here,  this  by  way  of  illus- 
tration that  they  are  earnest  in  their  work.  They  are  here  in  a  line 
of  endeavor  as  a  part  of  their  year's  work,  and  it  would  create  in  your 
minds  a  veiy  sincere  regard  could  you  be  present  at  our  meetings. 
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It  is  a  compliment  to  (General  Secretary  Farnsworth  that  thu  Ux^ 
sighted  policy  in  gathering  these  secretaries  together  has  achieved  snob 
splendid  results. 

This  section  is  a  channel  for  the  transmission  of  suggestions  from 
the  fountain  head  to  members  of  the  American  Bankers  Association 
through  the  respective  state  secretaries.  The  various  state  bankers' 
associations  include  a  membership  reaching  about  10,000  banks,  in 
addition  to  the  tremendous  membership  of  the  American  Bankets 
Association.  Results  are  evidenced  in  the  enactment  by  various  state 
legislatures  of  uniform  laws  as  proposed  by  your  Qenend  Counsel  and 
State  Legislative  Committee  of  the  American  Bankers  Association. 

No  state  secretary  can  be  expected  to  originate  every  movement  or 
policy  for  the  benefit  and  protection  of  members.  Realising  this, 
the  secretaries  feel  the  need  of  receiving  at  first  hand  information 
as  to  matters  tried  and  tested  in  other  associations  and  f o\md  to  be 
worthy  of  adoption.  Each  secretary  is  also  desirous  of  aiding  each  of 
the  other  secretaries.  Our  section  meetings  are  productive  of  eioellent 
results.  Our  proceedings  do  not  consist  of  a  series  of  set  speeches. 
We  hear  such  at  our  state  conventions.  When  we  foregather,  the 
atmosphere  is  one  of  free  speech — without  regard  to  the  official  re- 
porter and  you  may  be  certain  that  our  proceedings  are  carefully 
edited,  expurgated,  censored  and  deleted  before  being  passed  to  print. 

We  believe  in  coordination  of  effort,  and  we  endeavor  to  eliminate 
duplication.  We  do  cooperate  heartily,  especially  in  policies  founded 
by  the  parent  Association. 

The  expense  of  maintaining  the  Secretaries  Section  is  slight  com- 
pared to  value  of  results  attained.  Your  Executive  Coimcil  realising 
this  increased  its  appropriation  for  the  Association  year  Just  dosed. 
We  were  enabled  thereby  to  secure  the  services  of  a  most  active  and 
efficient  Secretary  at  a  slight  compensation.  During  the  year  there 
were  issued  from  his  office  sixteen  special  bulletins,  averaging  six 
pages  each.  These  were  transmitted  to  the  president,  vice-president 
and  secretaries  of  all  state  associations  and  to  members  of  your  Ad- 
ministrative Committee  and  others  interested.  The  subjects  comprise 
a  multiplicity  of  up-to-date  topics  so  that  no  secretary  need  be  unr 
informed  as  to  matters  which  the  American  Bankers  Association 
desires  to  have  promulgated.  The  total  expense  to  your  Association 
last  year  including  stenographic  report  and  publication  of  our  pro- 
ceedings, printed  matter,  expenses  incurred  by  members  of  Board  of 
Control  in  attending  Spring  meeting  of  the  Council,  etc.,  was  some- 
what less  than  S2,600X)0,  as  per  details  included  in  your  Cental  Secre- 
tary's report. 

Every  Section  of  the  American  Bankers  Association,  including  Na- 
tional, State,  Savings,  Trust  and  Clearing  House  Sections,  finds  a  will- 
ing ear  and  helping  hand  in  the  Secretaries  Section.   This  is  particulariy 
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noticeable  in  cooperation  with  your  Protective  Department.  As  an 
instance  of  cooperation  it  may  be  cited  that  at  our  meeting  held 
yesterday  there  was  adopted  a  resolution  to  the  effect  that  all  mem- 
beis  of  the  Secretaries  Section  pledge  their  cooperation  to  your 
National  Committee  for  Thrift  Week.  You  will  note  that  our  Section 
did  not  appoint  a  sub-committee  charged  with  giving  attention  to 
the  subject,  but  instead  all  our  members  are  included  as  a  conmiittee 
of  the  whole,  each  participating  in  necessary  work  of  carrying  out 
the  general  program.  Attention  is  likewise  directed  to  the  manner  in 
which  the  members  of  the  Secretaries  Section  cooperated  in  bringing 
the  Ck>rrespondence  Course  of  the  American  Institute  of  Banking  to 
the  direct  attention  of  bankers  throughout  the  country.  Although 
each  secretary  is  primarily  an  employee  of  his  respective  state  asso- 
ciation we  have  an  abiding  faith  in  the  American  Bankers  Association 
in  the  same  sense  that  we  realize  the  necessity  for  a  National  Con- 
gress, even  though  each  state  has  its  legislative  body. 

The  Organization  of  State  Secretaries  was  in  existence  before  it  was 
adopted  as  a  Section  of  the  American  Bankers  Association,  but  if  you 
will  continue  to  recognise  its  efforts  by  designating  the  President  and 
Vice-President  of  this  Section  as  members  of  your  Executive  Council 
for  the  brief  term  of  one  year,  and  if  you  will  at  times  include  some 
secretary  of  this  Section  in  the  makeup  of  an  occasional  committee, 
such  as  your  Committee  on  Education,  it  will  stimulate  our  members 
to  greater  efforts  in  your  behalf. 

I  voice  the  sentiment  of  all  our  members  in  expressing  appreciation 
of  your  past  recognition,  for  which  we  are  duly  grateful. 

President  Maddox:  The  National  Bank  Section,  Mr. 
Oliver  J.  Sands,  President. 


REPORT  OF  NATIONAL  BANK  SECTION 

Oliver  J.  Sands,  President 

Hie  National  Bank  Section  was  organized  at  Seattle,  Wash.,  four 
years  ago.  From  the  outset  the  officers  and  others  actively  interested 
in  this  Section  realised  that  it  would  not  attain  full  usefulness  to  its 
members  until  it  had  an  office  in  the  city  of  Washington,  and  a  com- 
petent representative  in  charge.  At  successive  conventions  of  the 
Aasociaton  and  meetings  of  the  Executive  Council  requests  were  made 
for  authority,  and  at  the  meeting  of  the  Council  at  White  Sulphur 
Springs,  W.  Va.,  last  May  the  prayer  of  the  Section  was  granted. 
On  the  first  of  July  the  Washington  branch  service  office  of  the  Section 
was  opened  in  Room  1  of  the  Southern  Building  which  ia  situated 
one  block  from  the  United  States  Treasury,  and  since  that  date  thv 
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Section  secretary  haa  divided  hia  time  and  labors  between  the  genial 
offices  in  New  York  and  the  Washington  branch  office.  The  experi- 
ment has  more  than  realized  our  expectation.  From  all  parts  of  the 
country  the  Washington  office  is  in  receipt  of  requests  for  the  per- 
formance of  various  services  in  connection  with  the  Administration, 
the  two  houses  of  Congress,  the  Federal  departments  and  bankers  who 
journey  to  the  capital  find  in  the  office  sources  of  information  which 
contribute  to  their  convenience  and  enable  them  to  perform  their 
missions  expeditiously  and  with  a  minimum  expenditure  of  effort. 

A  gratifying  feature  is  that  the  business  of  the  office  steadily  in- 
creases, proving  that  the  bankers  of  the  United  States  see  in  this 
agency  a  reliable  and  authoritative  means  of  accomplishing  various 
purposes  which  have  relation  to  the  administrative,  the  law-making 
and  the  departmental  headquarters  of  our  Republic.  Our  Washington 
office  is  distinctively  a  service  station  and  we  earnestly  and  cordially 
invite  bankers  to  avail  themselves  by  personal  visit  or  by  correspond- 
ence of  all  our  facilities  and  conveniences.  It  is  proper  here  to  state 
that  our  office  has  established  cordial  relations  between  banks  of  the 
countiy,  national  legislators  and  government  officials.  We  are  confident 
that  the  coming  year  will  witness  a  quickening  of  interest  in  this 
undertaking  by  bankers  in  every  part  of  the  countiy  and  that  our 
sphere  of  usefulness  will  broaden  greatly. 

On  behalf  of  the  National  Bank  Section  it  is  our  privilege  at  this 
time  to  gratefully  acknowledge  the  liberality  and  good  will  of  the 
Executive  Council  in  cheerfully  according  to  us  the  opportunity  to 
carry  into  effect  our  long  cherished  plan  to  render  interested,  direct 
and  reliable  service  not  alone  to  the  national  chartered  institutions 
but  to  all  those  who  support  and  maintain  this  Association,  without 
regard  to  section  lines,  but  to  all  who  may  proffer  a  request. 

The  American  Bankers  Association  is  one  of  the  greatest  organisi^ 
tions  in  the  world.  Its  plan  of  organization  is  the  result  of  years  of 
labor  and  experience.  It  should  continue  to  foster  the  work  of  its 
several  classes  of  members  through  the  sections,  permitting  these 
sections  to  serve  their  own  membership  to  the  fullest  possible  extent, 
but  exercising  over  all  the  corrective  and  restraining  influence  of  a 
wise  and  devoted  parent,  thus  avoiding  duplication  of  effort  and  waste 
of  money  and  energy. 

During  the  past  year  the  Executive  Committee  has  held  three 
meetings.  Mr.  Jerome  Thralls  resigned  as  secretary  of  the  Section 
and  Major  Fred.  W.  Hyde  was  elected  to  fill  the  vacancy.  Mr.  A.  F. 
Dawson,  of  Davenport,  Iowa,  was  elected  to  fill  out  the  term  as  a 
member  of  the  Executive  Conmiittee  of  Mr.  N.  N.  Lamport,  of 
Chicago,  whose  death  occurred  shortly  after  the  convention  of  1918. 

Standing  committees  of  the  section  have  studied  the  questions  of 
^Acceptance,"  "State  Taxation  of  National  Banks,"  "Forms  for  Use 
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in  Banks,''  ''Port  War  ConditionB/'  and  ''Secret  Aadgnment  of  Ao- 
oounts"  and  have  made  reports  thereon.  In  addition  the  subject  of 
"Latin-American  Trade"  has  been  discussed  and  a  communication  relat- 
ing thereto  submitted  to  the  Association's  Committee  on  Commerce 
fti^d  li^Earine. 

This  Section  has  cooperated  with  the  general  office  throughout  the 
year  in  efforts  to  increase  the  membership  of  Association  and  Section, 
and  the  results  have  been  encouraging;  a  year  ago  the  National 
Bank  Section  had  6|337  members  while  now  the  total  is  6,616,  a  gain 
of  279  during  the  year.  On  August  31,  1919,  the  non-member  National 
banks  in  the  United  States  numbered  1,289.  There  will  be  no  relaxation 
the  coming  year  in  our  purpose  to  enroll  every  National  bank  in  the 
American  Bankers  Association. 

It  is  a  matter  of  justified  pride  with  the  National  Bank  Section 
that  the  Federal  Reserve  Board  welcomes  our  cooperation  and  mani- 
fests a  friendly  and  helpful  attitude  toward  us  that  is  certain  to  be 
productive  of  good  results  to  all  bankers  and  to  the  fin<i.np.i»tl  and 
commercial  interests  of  our  beloved  country. 

Pbesident  Maddox:  Next  is  the  report  of  the  Insurance 
Committee,  Henry  S.  Parker,  Chairman.  Mr.  Parker  is  not 
in  the  city.  If  there  is  no  objection  the  report  will  be  received 
and  filed. 


REPORT  OF  THE  INSURANCE  COMMITTEE 

H.  G.  Parker,  Chairman 

Gientlemen: — At  the  last  annual  convention  of  the  American  Bankers 
Association  held  in  Chicago,  111.,  the  Insurance  Conmiittee,  as  a  com- 
mittee of  the  Association,  was  discontinued  and  under  a  constitutional 
amendment  the  Insurance  Committee  was  made  a  Council  Conmiittee. 
The  former  Insurance  Committee  recommended  that  Mr.  L.  W.  Gam- 
mon, Manager  of  the  Protective  Department,  be  made  permanent 
secretary  of  the  committee.  The  Executive  Coimcil  approved  this 
action. 

During  the  past  twelve  months  the  unsettled  condition  of  the  coimtry 
has  apparently  encouraged  depredations  of  the  character  of  burglary 
and  hold-up,  which  give  the  insurance  policies  covering  these  crimes 
an  increased  importance.  In  the  time  indicated,  twelve  months  up 
to  August  31,  1919,  there  have  been  50  burglaries  and  27  attempted 
burglaries  on  member  banks,  the  loss  by  these  amounting  to  $98,892.29, 
and  there  have  been  54  hold-ups  on  number  banks  with  loss  of  the 
large  amount  of  $424,802.72.    This  is  far  in  excess  of  the  experience 
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of  any  previous  twelve  months,  and  it  is  reasonably  expected  during 
the  period  of  reconstruction  and  unrest  this  will  continue  and  likely 
increase.  The  Burglary  Insurance  Underwriters  Association  have 
recently  decided,  because  of  this  increase  in  crime,  to  separate  the 
burglary  and  hold-up  clauses  in  the  policy.  In  other  words,  the 
burglary  and  robbery  policy  will  cover  only  burglary,  which  to  cover 
hold-ups  an  additional  charge  of  $1  per  thousand  of  insurance  will 
be  charged. 

The  issue  and  distribution  of  some  eighteen  billion  Liberty  Bonds 
by  the  Government  to  the  people  introduces  another  problem.  The 
safekeeping  of  these  bonds  must  be  provided  for  by  the  banks  through 
the  more  extended  use  of  the  safe-deposit  boxes,  which  are  not  now 
covered  by  our  present  policies,  except  where  the  physical  location  of 
safe-deposit  boxes  are  within  the  vault  that  ccmtains  the  money  chests 
and  securities  belonging  to  the  bank  contents  of  said  boxes  are  covered 
to  the  extent  of  10  per  cent  of  the  face  of  the  policy  on  property  of 
the  bank. 

To  meet  this  situation  your  committee  have  authorised  a  rider  which 
may  be  attached  to  the  A.  B.  A.  form,  and  for  an  additional  charge 
based  on  equipment  will  insure  the  contents  of  any  one  or  individual 
box  up  to  $5,000. 

We  have  authorized  the  various  insurance  companies  to  place  an 
indorsement  on  the  1918  copyrighted  bank  burglary  and  robbery  policy 
covering  seciuities,  including  U.  S.  Government  bonds  and  war  sav- 
ings stamps  that  are  not  the  property  of  the  bank  in  safe-deposit  boxes 
and  the  contents  of  which  are  imknown  to  the  banks. 

During  the  past  twelve  months  ending  August  31,  1919,  every  mem- 
ber that  has  been  burglarized  or  held  up  has  been  written  to  regard- 
ing their  loss,  with  the  suggestion  that  they  forward  their  policy  or 
policies,  by  registered  mail,  to  the  Insurance  Committee  for  inspec- 
tion and  information.  Most  of  these  members  have  taken  advantage 
of  this  offer  and  a  large  number  of  opinions  have  been  rendered,  the 
advantage  of  the  A.  B.  A.  form  emphasised,  and  suggestions  made 
that  they  discontinue  the  use  of  the  existing  policies  at  their  expira- 
tion and  use  the  A.  B.  A.  copjnrighted  form,  which  has  a  much  broader 
coverage  than  any  other  on  the  market. 

The  character  of  the  Insxu^nce  Committee  service  to  members  is 
illustrated  by  the  recital  of  a  few  instances  taken  at  random.  One  of 
our  members  in  the  state  of  Washington  had  a  defalcation.  They 
originally  asked  the  security  company  for  A.  B.  A.  forms,  but  accepted 
another  form;  subsequently  having  a  defalcation,  they  discovered  in 
their  policy  they  would  have  to  prorate  the  salvage  with  the  com- 
pany, while  under  the  A.  B.  A.  form  they  would  have  been  entitled 
to  all  the  salvage  up  to  their  loss.  They  took  the  matter  up  with 
the  company  and  had  considerable  correspondence  relative  to  con- 
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struing  this  policy  as  an  A.  B.  A.  fonn.  The  company  refused  to  con- 
strue their  i>olicy  as  such,  then  the  bank  referred  the  matter  to  the 
Insurance  Conmiittee,  who  went  into  the  same  very  carefully,  with  the 
result  that  the  security  company  agreed  to  construe  the  policy  as 
that  of  an  A.  B.  A.  form  and  from  the  salvage  the  bank  recovered 
an  additional  50  per  cent  of  the  face  of  the  policy. 

There  was  another  case  where  a  bank  member  was  burglarised,  and 
they  organized  a  posse  and  requested  the  insurance  company  to  pay 
the  expense  incurred.  The  company  refused  and  stated  tiliat  such 
expense  was  not  covered  by  their  policy,  which  was  correct.  The 
matter  was  taken  up  with  the  Insurance  Conunittee  and  the  company 
agreed  to  stand  the  expense  incurred  by  the  bank  and  notified  their 
adjustors  accordingly. 

There  is  still  another  case  where  a  bank  member  was  burglarised. 
Tlie  burglars  stole  several  thousand  dollars'  worth  of  registered  bonds 
of  the  last  issue.  It  appears  that  the  first  coupon  on  these  bonds  was 
a  cash  or  bearer  coupon.  The  agent  of  the  insurance  company  con- 
tended that  the  company  was  not  liable  for  the  coupons  or  for  the 
^Epenses  incurred  by  the  bank  in  furnishing  a  surety  bond  to  the  gov- 
ernment in  order  to  have  a  new  bond  issued.  The  bank  took  the 
matter  up  with  the  Insurance  Committee,  who  conferred  with  the 
insuring  company  with  the  result  the  company  concluded  to  pay  the 
claim  of  the  bank. 

A  most  interesting  and  unusual  situation  recently  developed  by 
reason  of  the  interpretation  of  the  United  States  Circuit  Court  of 
Louisiana,  of  certain  language  appearing  in  the  American  Bankers 
Association  Cop3rrighted  Form  Bank  Burglary  and  Robbery  Policy, 
the  outcome  of  which  is  of  great  importance  and  interest  to  all  mem- 
ber banks. 

The  1918  and  1914  Copyrighted  Bank  Burglary  and  Robbeiy  Policy 
(onDs  of  the  Association  cover,  under  Section  I,  General  Agreement 
"B,"  in  the  1918  form,  and  Section  I,  General  Agreement  "C,"  in  the 
1914  form,  all  loss  by  robbery  of  money  and  securities,  "from  within 
the  banking  enclosiu^  reserved  for  the  use  of  officers  or  office  employees 
of  the  assured.^'  General  Agreement  "B"  in  the  1918  form  and  General 
Agreement  "C"  in  the  1914  form  also  provides  that  robbery  is  covered 
"from  within  that  part  of  the  safe  or  safes  or  vaults  insured  hereunder, 
caused  by  robberies  during  the  day  or  night  by  compelling  an  officer 
or  an  office  employee  of  the  assured  to  imlock  and  open  the  safe  or 
safes  or  vault." 

The  decision  of  the  United  States  Circuit  Court  of  Louisiana  above 
referred  to  held  that  the  safe  or  safes  or  vault  were  not  necessarily 
a  part  of  the  banking  enclosure  reserved  for  the  use  of  officers  or  office 
employees  of  the  assured,  and  that  the  policy  did  not  cover  the  rob- 
bery of  money  and  securities  from  the  safe  or  safes  or  vault  unless 
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the  safe  or  safes  or  vault  were  closed  and  locked  and  the  robbers 
compelled  some  officer  or  office  employee  to  imlock  and  open  same. 

Recently  a  member  bank  of  the  Association  sustained  a  loss  by 
robbery  of  $59,000,  approximately  $38,000  of  which  was  due  to  the 
abstraction  of  money  and  securities  from  unlocked  safes  and  vaults 
by  the  robbers,  which  safes  and  vaults  were  open  in  the  usual  conduct 
of  the  bank's  business,  and  which  was  not  opened  at  the  time  of  the 
robbery  by  any  officer  or  office  employee  being  compelled  to  do  so 
by  the  robbers.  The  insurance  company  covering  this  member  bank 
under  the  American  Bankers  Association  copjnrighted  form  held  that 
it  had  no  liability  for  that  part  of  the  loss  being  approximately  $38,000 
above  described.  The  insurance  company  quoted  the  decisicm  of 
the  Louisiana  court  above  outlined.  The  matter  was  referred  by  the 
bank  to  the  Insurance  Committee  of  the  American  Bankers  Association, 
which  committee,  through  its  secretary,  took  the  case  up  with  the 
insurance  company.  It  was  the  contention  of  the  Insurance  Committee 
that  the  cop3n*ighted  policy  as  compiled  by  the  Insurance  Committee 
in  conference  with  the  Bank  Committee  of  the  Burglary  UnderwrlterB 
Association,  and  after  frequent  and  full  discussions  by  and  between 
these  two  committees  both  the  language  and  the  intent  of  the  polipy 
were  agreed  upon;  that  it  was  neither  the  intent  of  the  policy  or  of 
either  committee  that  any  loss  occurring  under  the  conditions  cited 
in  this  article  diould  be  excluded  from  the  policy.  The  insurance 
company  agreed  to  submit  the  whole  matter  to  the  Insurance  Com- 
mittee of  the  American  Bankers  Association  for  a  decision  as  to  whether 
or  not  the  claim  of  the  bank  should  be  paid.  The  Insurance  Com- 
mittee unanimously  agreed  that  the  claim  diould  be  paid,  and  the 
insurance  company,  upon  being  duly  notified  of  that  decision,  promptly 
transmitted  to  the  bank  its  check  in  full  settlement. 

The  Insurance  Conmiittee,  through  its  secretary,  then  brought  the 
whole  situation  to  the  attention  of  the  Burglary  Underwriters  Asso- 
ciation, with  the  result  that  an  indorsement  was  agreed  upon  which 
would  clearly  eliminate  any  further  doubt  as  to  the  coverage  of  the 
policy  under  conditions  of  this  sort.  The  indcnrsement  was  then  sub- 
mitted to  all  of  the  insurance  companies  licensed  to  write  the  American 
Bankers  Association  copyright  forms,  and  all  companies  imanimoualy 
agreed  not  only  to  attach  this  indorsement  to  all  copyright  biirglaiy 
forms  hereafter  issued  by  them,  but  also  to  construe  all  existing  and 
outstanding  policies  written  on  the  copyright  forms  as  covering  in 
accordance  with  the  indorsement. 

The  members  of  the  Insurance  Committee  and  its  secretary  are 
greatly  pleased  with  this  result — ^6rst,  because  it  clears  up  satisfactorily 
a  doubtful  clause  in  the  policy,  and  second,  because  it  indicated  that 
the  impartial  and  fair  attitude  which  the  Insurance  Committee  has 
tried  at  all  times  to  assume  in  all  matters  between  member  banks  and 
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insurance  companies,  has  caused  insurance  companies  to  abandon 
tedmical  positions  to  seek  a  just  and  fair  and  liberal  basis  upon  which 
to  do  business  with  the  member  banks  of  this  Association. 

All  the  thirty-three  insurance  companies  licensed  to  write  the  copy- 
righted form  of  the  American  Bankers  Association  have  agreed  to  use 
the  indorsement  referred  to  on  the  new  policies  and  to  construe  exist- 
ing policies  as  subject  to  the  terms  of  the  indorsement,  whether  or 
not  such  indorsement  appears  on  the  policy.  For  your  further  informa- 
tion a  copy  of  the  indorsement  agreed  upon  is  as  follows:  "From 
within  the  banking  enclosure  reserved  for  the  use  of  officers  or  office 
employees  of  the  assured,  or  from  within  any  locked  or  unlocked  safe 
or  vault,  located  within  or  opening  directly  into  said  enclosure,  pro- 
vided at  least  one  officer  or  office  employee  of  the  assured  is  present 
and  regularly  at  work  in  the  said  premises.'' 

On  September  8,  1919,  there  was  a  meeting  held  at  the  Hotel  Tray- 
more,  Atlantic  City,  N.  J.,  by  yoiir  Insurance  Committee  and  the 
burglary  insurance  companies.  There  has  never  been  a  meeting  held 
before  of  the  companies  themselves  and  the  Insurance  Committee. 
The  program  comprised: 

Rrst:  New  cop3rright  burglaiy  policy  1919  issue.  This  policy  was 
discussed  very  fully  and  certain  changes  were  suggested  by  the  various 
insurance  companies.  The  proposed  form  of  policy  was  then  submitted 
to  the  Biurglary  Underwriters  Association  at  their  meeting  the  fol- 
lowing day  at  Atlantic  City  and  they  are  to  submit  a  new  draft  to 
the  Insurance  Committee  for  such  action  as  they  deem  advisable  in 
the  near  future.  There  are  no  radical  changes  contemplated  but  a  few 
in  clearing  up  certain  phraseology. 

Second:  Special  copyright  form  to  cover  securities  only  at  re- 
duced rate.  Tliis  is  to  be  taken  care  of  by  the  proposed  changes  in  the 
1919  fcnrm. 

Third:  Safety  deposit  box  coverage.  It  was  imanimously  voted 
that  a  separate  and  distinct  policy  be  gotten  out  to  cover  the  insurance 
to  banks  covering  the  safe-deposit  boxes  be  drafted  and  adopted. 

Fourth:  Forgery  coverage.  This  subject  was  referred  to  the  Fidelity 
Section,  as  the  Burglary  Departments  decided  it  was  better  to  confine 
that  daas  of  coverage  to  the  surety  end. 

Fifth:  Increase  in  rate  on  hold-up  insurance.  The  Burglary  In- 
surance Underwriters  Association  submitted  figures  for  the  past  eighteen 
or  nineteen  months,  diowing  the  actual  loss  by  states  (shown  below) 
paid  in  connection  with  burglaries  and  holdups  and  the  cases  still 
pending,  they  dividing  two  classes. 
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StAtea  Robbery    Robbery 
Paid     Outstanding 

Arizona  $100  00 

Arkansas   17,120  04      $5,000  00 

California   20,671  91 

Colorado  100  00 

Florida  

Georgia 

Illinois    197,471  29 

Indiana  36,844  26 

Iowa    11,50878      20,000  00 

Kansas    86,249  00      21,935  00 

Kentucky  3  93        1,000  00 

Louisiana  10,000  00        7,000  00 

Maryland  

Michigan  5,502  44 

Mississippi    

Missouri  63,173  75            50  00 

Minnesota   55,271  47      11,500  00 

Montana  

New  Mexico 1,343  26 

Nebraska   

New  York  3,966  55 

North  Carolina  

North  Dakota  

Ohio   18,29300 

Oklahoma    33,644  24      23,000  00 

Oregon  7,064  50 

Penn«ylvania 2,728  00          400  00 

South  Carolina 

South  Dakota 3,500  00 

Tennessee  6,397  50 

Texas  475  00        1,000  00 

Washington  6,797  52 

West  Virginia 2,008  76 

Wisconsin   3,300  00 

Wyoming  300  00 

Virginia  


Burglary 

Burglarf 

Paid   Outstanding 

$1356  87 

8,162  30 

$600  00 

324  43 

999  46 

676  50 

6,808  66 

6,160  00 

61,379  56 

4,008  85 

10,163  71 

267  00 

10,481  25 

12382  88 

2302  00 

800  00 

107  60 

6,196  18 

825  00 

84  77 

14,188  07 

100  00 

188  16 

3,272  96 

17  90 

600  00 

2338  11 

66  70 

24359  02 

5,098  20 

1,760  00 

292  98 

446  00 

346  66 

71  80 

2,606  30 

142  28 

84  69 

350  00 

608  25 

664  00 

74  62 

300  00 

1306  73 

691  17 

200  00 

200  00 

$593,726  19     $90385  00  $176393  64     $17^23  65 

Total  robbeiy  reported  claims,  $684,610.19.    (This  is  78  p^  oent  of 
all  losses.) 

Total  burglary  reported  claims,  $193317.19. 
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Total  of  above  as  itemized: 

Robbery  paid  up  $583,726  19 

Robbery  outstanding  90^86  00 

Burgjaiy  paid  up  176,203  54 

Burgjazy  outstanding 17|523  65 

They  also  report  the  robbery  losses  as  itemized  from  newspaper 
clippings  as  follows,  for  which  it  is  wmth: 

Money  $1,120,363  00 

Securities   938,050  00 

Money  and  securities  288,000  00 

Total  $2,346,403  00 

This  is  the  first  time  that  the  Burglary  Insurance  Underwriters  Asso* 
dation  have  submitted  any  figiures  as  to  the  losses  that  they  have  paid, 
as  they  have  alwa3rs  claimed  that  they  did  not  separate  the  bank  busi- 
nen  from  their  other  burglaiy  lines.  The  committee  did  not  go  on 
record  as  approving  or  disapproving  the  action  of  the  insurance  com- 
panies increasing  their  rates,  but  their  figures  submitted  would  indi- 
cate that  they  have  not  made  any  profit  on  the  bank  burglary  and 
robbery  business  for  the  past  eighteen  or  nineteen  months.  They 
also  stated  that  their  annual  premium  was  about  $500,000.  Your 
committee  is  engaged  in  checking  up  these  figures.  There  were  about 
forty  people  present  at  the  meeting,  including  your  committee  and  its 
secretary  and  General  Counsel,  Mr.  Thomas  B.  Paton,  and  the  secre- 
tary of  the  Burglary  Insiurance  Underwriters  Association. 

The  Hartley-Cooper  Group  of  Lloyds  have  submitted  a  new  form 
of  Lloyds  Blanket  Bank  Policy  for  the  approval  of  the  Insurance  Com- 
mittee. This  form  was  discussed  very  fully  by  the  Insurance  Commit- 
tee and  by  General  Counsel  Paton.  General  Counsel  Paton  made  some 
suggestions  as  to  changes  which  Lloyds  agreed  to  insert.  The  new 
draft  of  the  blanket  bond  gives  the  banks  a  wider  coverage  than  any- 
thing that  has  heretofore  been  seen  in  the  American  or  foreign  markets, 
but  the  Insurance  Committee,  as  has  been  its  custom  in  the  past 
whenever  approving  the  form  of  any  Lloyds  contract  to  qualify  with 
a  statement  that  while  the  reputation  of  the  Hartley-Cooper  Group 
for  paying  claims  in  America  is  high,  it  is  nevertheless  a  fact  that  in 
the  event  of  differences  between  the  bank  and  Lloyds  resulting  in 
litigation,  suit  would  have  to  be  brought  abroad. 

One  particular  clause  (covering  forgery)  we  wish  to  call  your  par- 
ticular attention  to  is  as  follows:  "By  reason  of  the  payment,  whether 
received  over  the  counter  or  through  the  clearing  house  or  by  mail, 
of  forged  or  raised  checks  or  (genuine)  checks  bearing  forged  indorse- 
ment or  the  establishment  of  any  credit  to  any  customer  on  the  faith 
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of  such  checks."  In  the  American  blanket  bond  there  is  no  such 
clause,  as  the  American  bond  does  not  cover  forgeries  of  any  kind. 

The  Insurance  Committee  has  approved  the  Lloyds  blanket  bond 
as  to  form  and  further  qualified  their  approval  by  the  explanation  as 
previously  outlined. 

Thirty-three  insurance  companies  have  been  licensed  to  execute  our 
1918  copyrighted  bank  burglary  and  robbery  policy  of  the'  Association 
and  thirty-five  companies  have  been  licensed  to  execute  the  1913  copy- 
righted form  of  Fidelity  bond. 

In  concluding  this  report  your  committee  desires  to  express  their 
appreciation  of  the  loyal  and  efficient  service  of  our  secretary,  Mr.  L. 
W.  Ganmion. 

President  Maddox:  The  State  Bank  Section,  Mr.  Craig 
B.  Hazlewood,  President. 

REPORT  OF  STATE  BANK  SECTION 

C.  B.  Hazlewood,  Pbbsident 

The  State  Bank  Section  is  functioning  properly.  We  have  9,500 
members,  about  500  members  less  than  one-half  of  the  total  member^ 
ship  of  the  Association. 

The  year's  work  is  consummated  in  the  general  sessions  of  the  section 
held  at  this  convention.  Topics  of  primary  interest  to  coimtry  state 
banks  who  constitute  a  very  large  part  of  its  membership  are  to  be 
considered.  These  problems  are  principally  the  codification  of  state 
bank  laws,  trust  powers  for  state  banks,  exchange  and  country  bank 
advertising. 

The  State  Bank  Section  is  very  pleased  to  say  that  a  harmonious 
spirit  now  appears  to  prevail  among  the  state  chartered  banks  of  the 
country. 

Certain  amendments  to  the  Constitution  of  the  American  Bankers 
Association,  approved  by  the  Executive  Council,  will  be  submitted 
to  you,  which  will  empower  any  section  of  the  Association  to  present 
direct  in  its  own  name  and  at  its  own  expense  any  legislative  matter 
of  special  interest  to  that  section  without  interference  of  the  Associa- 
tion as  a  whole. 

This  is  a  democratic  measure,  as  if  any  section  presents  matters 
which  may  be  inimical  to  any  other  section,  that  other  section  may  be 
depended  upon  to  present  its  case  as  well. 

If  these  amendments  are  approved  at  this  convention,  the  officers 
of  the  United  States  Council  of  State  Banking  Institutions,  wbkh 
was  organised  in  this  city  two  years  ago,  will  recommend  the  dissolu- 
tion of  that  organisation  and  the  reuniting  of  their  efforts  throu^  the 
three  state  chartered  sections  of  the  American  Bankera  Association. 
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This  is  a  busy  worid  and  duplication  of  effort  should  be  avoided 
whenever  possible.  The  consolidation  of  effort  I  refer  to  will  go  a 
loDg  way  toward  giving  state  chartered  banks  of  the  country  fair  and 
efficient  representation. 

President  Maddox:  Eeport  of  the  Federal  Eeserve  Mem- 
bership Campaign  Committee,  Mr.  Puelicher. 

Mb.  Puelicheb:  There  are  approximately  9,000  state  banks 
in  tills  country  that  are  eligible  to  membership  in  the  Federal 
reserve  system.  Of  that  number  there  have  joined  the  system 
during  the  past  two  years  1,035  state  banks,  with  total  assets 
of  $8,139,460,000.  I  feel  that  those  banks  have  been  well 
served  by  the  system.  I  feel  that  the  system  was  inaugurated 
at  a  time  when  it  proved  itself  of  the  utmost  usefulness  to 
our  coimtry.  I  can't  conceive  how  we  could  have  financed 
the  great  war  into  which  our  country  was  plunged  but  for  the 
fact  of  the  existence  of  the  Federal  reserve  system  and  of  the 
support  of  that  system  by  the  state  banks  of  the  country. 
(Applause.)  I  hope  that  dm-ing  the  coming  year  a  great 
many  of  the  9,000  eligible  state  banks  thiat  are  not  yet  mem- 
bers of  the  system  may  find  it  wise  to  join.  Thank  you,  Mr. 
President.     (Applause.) 

Pbesidei^t  Maddox:  We  are  very  fortunate  this  morning 
in  having  with  us  a  gentleman  who  really  needs  no  introduc- 
tion, who  has  served  his  state  so  splendidly  as  Congressman 
and  also  the  Government  as  Alien  Property  Custodian  through 
the  trying  war  times  and  has  more  recently  accepted  the  posi- 
tioa  of  Attorney  General  of  the  United  States.  It  will  be  a 
pleasure  to  you  and  to  us  to  have  him  speak  to  us  on  the 
"Problems  of  Today." 

PROBLEMS  OF  TODAY 

Attobnby  Genebal  a.  Mitchell  Palmeb 

The  problems  which  press  upon  us  now  with  issistent  demand  for 
sdution  will  test  our  capacity  to  serve  Christian  civilization  in  a 
way  that  men  of  the  past  have  never  been  tested.  The  peace  and 
happineas  of  the  myriad  millions  of  the  earth's  people  are  in  the  bal- 
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ance,  to  be  won  or  lost  by  the  wiBdcmi,  the  fidelity  and  the  industry 
of  men  who  today  dream  that  the  world  will  sometime  be  a  place  where 
all  men  may  live  their  own  lives  with  assurance  that  not  by  might 
but  by  right,  not  by  force  but  by  conmion  consent,  will  they  receive 
that  share  of  the  world's  wealth  and  the  happiness  of  living  which  the 
Creator  designed  His  people  to  enjoy. 

The  world  is  smaller  than  it  ever  was  before.  The  oceans  are 
spanned  by  the  voices  of  men  almost  instantaneously  carried  aroimd 
the  world.  The  air,  the  sea,  and  the  land  have  all  been  conquered 
and  harnessed  to  do  without  delay  the  impatient  commands  of  men. 
A  new  revolution  today  in  unhappy  Russia,  a  newly  discovered  diamcmd 
mine  on  the  west  coast  of  Africa,  a  tribal  war  in  the  mountains  of 
India,  a  reform  measure  in  the  Parliament  of  New  Zealand,  are  alike 
the  subject  of  interest  and  discussion  the  morning  after  at  the  break- 
fast tables  of  civilized  men  the  world  around.  Nothing  that  the 
world  does  is  any  longer  a  secret.  Nothing  that  a  nation  may  do  is 
any  longer  the  concern  of  that  nation  only,  but  affects  the  entire 
himian  race.  The  new  problems  with  which  we  must  grapple  will 
always  have  relation  to  the  new  conditions  created  by  the  closeness 
of  all  peoples  to  each  other.  We  cannot  escape  the  consideration  of 
those  problems,  if  we  would,  for  the  world  has  come  to  believe  that 
having  conducted  the  most  successful  experiment  in  free  government 
in  all  history,  we  cannot  abdicate  the  leadership  which  that  success 
has  earned. 

It  is  a  block  in  the  path  of  real  progress  that  there  are  so  many 
people  who  fail  to  unde^rstand  what  America  stands  for  and  to  realise 
the  responsibility  which  attaches  to  its  leadership  in  free  government. 
There  are  eminent  American  citizens  of  great  intelligence  and  un- 
doubted patriotism  who  preach  the  gospel  of  aloofness  from  the  rest 
of  the  world  which  present  day  conditions  make  absolutely  impossible; 
neither  the  safety  of  the  Republic  nor  the  happiness  of  the  people 
who  dwell  beneath  its  aegis  will  be  served  by  a  narrow  nationalism 
which  refuses  to  be  responsive  to  the  currents  of  thought  and  action 
elsewhere  in  the  world,  which  may  affect  us  at  any  moment  as  they 
touched  us  in  the  world  war  and  compelled  our  intervention.  We 
cannot  any  longer  play  the  bystander's  part.  We  must  do  our  share 
toward  maintaining  the  peace  of  the  world  if  only  for  our  own  sake, 
because  every  time  that  peace  is  upset,  wherever  the  trouble  may 
come,  the  reaction  affects  us  and  our  interests. 

We  must  also  set  an  example  of  the  ability  of  a  popular  govern- 
ment to  keep  pace  with  the  aspirations  of  men  who  seek  a  liberty 
foimded  on  justice  and  equal  treatment  for  every  dasB.  To  this  end 
we  diall  need  to  do  two  things.  We  must  set  our  faces  like  flint 
against  methods  which  will  result,  through  class  war,  in  class  dictation; 
and  we  must  at  the  same  time  find  a  solvent  for  conditions  which. 
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accordmg  to  the  claims  of  the  ultra-radical  agitators,  offer  some  excuse 
for  a  class  dictatorship — a  solvent  which  will  disarm  those  agitators 
by  leaving  without  just  grievance  those  whom  they  seek  to  lead. 

There  are  amongst  us  some  who  do  not  or  will  not  understand  and 
appreciate  the  capacity  of  a  free  government  such  as  ours  to  do  that 
which  will  serve  the  common  good.  Fortunately  there  are  not  many 
such  amongst  the  people  who  were  bom  here  or  who  have  lived  here 
long  enough  to  become  fully  Americanized,  but  we  have  admitted, 
if  not  welcomed,  to  our  shores  in  recent  years  many  who  have  lived 
in  foreign  lands  under  conditions  which  have  given  them  no  oppor- 
tunity to  understand  popular  government.  They  have  lived  where 
autocracy  has  held  masterful  sway  and  where  the  people  have  been 
taught  through  generations  and  centuries  that  government  and 
tynnny  are  synonymous  terms.  Against  such  conditions  the  people 
in  Europe  have  revolted.  Autocrats  have  been  swept  from  their 
thrones  and  the  reins  of  government  taken  over  by  the  people  un- 
taught in  free  government,  who  have,  in  accordance  with  every  pre- 
cedent in  history,  carried  excesses  to  the  other  extreme.  In  the  course 
of  time,  these  new  governments  will  find  themselves,  the  pendulum 
will  swing  back  to  the  plumb  line,  and  popular  government,  as  we 
understand  it,  will  be  universal  in  Europe. 

Many  of  those  who  have  come  here  out  of  such  conditions  profess 
to  see  little  difference  between  this  government  and  those  from  which 
they  have  come.  They  seem  to  think  there  is  justification  for  repeti- 
tion here  of  the  forcible  methods  which  have  been  pursued  in  Europe 
to  change  the  forms  of  government.  Many  of  these  are  honestly  mis- 
taken, many  others  are  self-seekers  who  play  upon  the  ignorance  of 
their  fellows.  There  is  no  room,  as  there  is  no  need,  in  this  country 
for  those  who  resort  to  violence  to  impress  their  ultra-radical  views 
upon  the  people  or  the  government.  They  will  get  nowhere  by  such 
methods.  The  government  must  protect  itself  against  attacks  from 
within  as  carefully  and  as  forcefully  as  it  has  diown  itself  able  to 
protect  itself  against  attacks  from  without.  No  officer  of  the  govern- 
ment will  be  embarrassed  or  affected,  much  less  frightened,  by  any 
attempts,  organised  or  unorganised,  by  lawless  elements  in  the  com- 
munity to  t^Torise  and  stampede  the  government  into  doing  some- 
thing contraiy  to  the  spirit  of  our  free  institutions  as  designed  by 
the  fathers  and  sustained  by  all  the  generations  of  men  through  the 
life  of  this  Republic.  Every  reform  which  the  most  radical  may  de- 
are  to  incorporate  in  our  body  politic  will  receive  a  fair  hearing  and 
full  consideration  and  become  effective  only  if  and  when  a  majority  of 
the  people,  through  the  regular  methods  provided  by  the  Constitution, 
shall  so  decide.  No  change  will  be  hastened  by  the  use  of  force.  Those 
who  cannot  or  will  not  live  the  life  of  Americans  under  our  institutions 
and  are  unwilling  to  abide  by  the  methods  which  we  have  established 
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for  the  improvement  of  thoee  iiutitutiona  from  time  to  time,  should 
go  back  to  the  countries  from  which  they  came.  (Qreat  applause.) 
Eveiy  power  of  the  government  will  be  used  to  compel  those  who 
remain  here  to  comport  themselves  in  that  obedience  to  our  laws 
and  with  that  respect  for  our  institutions  which  are  a  part  of  the  creed 
of  real  Americans. 

All  the  problems  which  beset  men's  minds  can  be  worked  out  in 
the  general  interest  in  a  government  where  the  people  are  the  only 
rulers.  But,  unless  we  shall  be  satisfied  with  that  which  is  for  the 
general  interest  and  do  not  insist  alone  upon  that  which  is  in  our  own 
particular  interest,  there  will  be  trouble  and  delay  in  the  settlement. 
If  men  could  learn  to  be  patient  under  conditions  which  have  re- 
sulted from  the  world  war  until  a  more  accurate  estimate  of  the  possi- 
bilities of  the  situation  can  be  made,  all  our  problems  will  be  sooner 
solved;  but  if  impatience  and  selfishness  shall  rule  and  immediate, 
forceful  or  direct  action  be  undertaken,  it  is  perfectly  obvious  that 
nothing  but  disorder  and  delay  can  result.  The  crying  need  of  the 
world  just  now  is  for  peace,  and  not  political  peace  between  govern- 
ments alone,  but  industrial  peace  amongst  men  also.  The  things  for 
which  men  fight  are  never  settled  while  war  is  on.  An  anmstioe  must 
come;  heads  must  be  cool;  and  anger  must  spend  itself  before  men 
can  sit  down  together  and  know  what  is  best  for  themselves  and  give 
due  consideration  to  the  rights  of  others. 

But  peace  alone  will  not  be  sufficient.  There  must  come  with  it  an 
intelligent,  sincere  and  ^sympathetic  effort  to  readjust  the  relations  of 
all  forces  of  industry  to  run  true  to  the  new  ideals  to  which  the  worid's 
eyes  have  been  opened  through  the  grievo\is  trials  of  the  world's 
greatest  war.  It  is  a  trite  saying,  but  so  obvious  a  truth  that  it  is  too 
frequently  forgotten.  You  cannot  start  a  factory  nor  run  it  a  single 
day,  with  money  alone;  you  cannot  start  a  factory,  nor  run  it  a  single 
day  with  labor  alone.  You  must  have  both  these  ingredients  of  the 
real  working  capital  of  industry  to  make  the  wheels  of  industry  move. 
One  is  as  necessary  as  the  other.  The  days  of  autocracy  in  govern- 
ment are  gone  from  this  earth;  there  must  be  no  autocracy  in  industry 
left  standing  as  a  menace  to  the  peace  of  the  world.  Through  all 
the  ages,  in  most  of  the  countries  of  the  world,  money  has  dictated 
to  labor  what  labor  shall  have  out  of  the  products  of  the  joint  effort 
of  money  and  labor. 

Although,  strong  by  organisation,  labor  has  had  influence  in  fixing 
wages,  the  ultimate  decision  has  been  with  invested  money.  In  some 
of  those  countries  the  autocracy  of  money  has  been  swept  from  its 
throne  so  long  securely  held  and  an  even  more  menacing  autocnu^ 
has  taken  its  place.  There  is  no  occasion  for  a  similar  revolt  here, 
for  men  will  soon  come  to  see  that  there  must  be  built  up  conditions 
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mme  nearly  approaching  a  democracy  in  industiy  if  our  political 
democracy  ia  to  survive  and  justify  its  existence. 

A  fair  and  equitable  distribution  of  the  profits  realised  upon  the 
products  of  industry,  as  well  as  a  system  of  cooperative  control  and 
management  of  the  terms  and  conditions  under  which  money  and 
labor,  yield  those  products,  must  be  devised.  Neither  money  nor 
labor  should  be  permitted  to  dictate  or  control  the  other,  but  both 
should  participate  in  the  fruits  of  their  common  service  in  just  propor- 
tion to  their  contributions. 

The  imperative  necessity  is'  a  fuller  cooperation  to  bring  about 
greater  production  at  less  cost,  without  sacrifice  of  the  eamingfl  of 
either  money  or  labor  and  with  a  just  iivision  of  those  earnings.  Such 
cocperaticm  must  look  to  other  things  than  mere  increase  in  the 
wages  of  labcff  or  the  dividends  of  invested  money.  It  must  look  to 
increased  business,  better  working  conditions,  greater  opportunity  and 
reward  for  individual  initiative,  and,  in  short,  all  the  factors  that  go 
to  make  success.  Neither  wages  nor  profits  can  thrive  upon  failure; 
and  failure  must  be  the  portion  of  any  plan  which  gives  control  of 
industry  to  any  class  which  proposes  to  exercise  that  control  only 
to  win  increased  profit  for  itself.  There  should  be  no  fear  in  the 
mind  of  either  employer  or  employee  of  a  democratised  industry  on 
such  a  basis  of  just  cooperation  having  in  view  a  greater  success  in 
industrial  effort.  It  is  the  middle  ground,  which  once  taken  and 
securely  held  will  avoid  the  obvious  dangers  of  both  extremes.  We 
have  been  taught  to  believe  in  the  safety  of  that  middle  ground  in 
ail  our  political  tJiinking  by  more  than  a  centuiy's  experience  with 
a  representative  democracy  in  government.  Cooperative  control  in 
industry  is  not  the  first  step  toward  either  nationalisation  or  class 
eontroL  It  is  the  recognition  of  the  very  principle  which  has  made 
our  govenmient  not  alone  great  but  responsible  to  popular  will  in 
a  way  that  protects  the  interests  of  all.  There  is  danger  in  refusing 
to  act  upon  this  principle  now  that  the  time  is  here,  not  merely  to 
''do  something''  for  labor,  not  merely  to  be  ''good"  to  labor,  but  to 
be  exactly  just  to  labor,  and  not  just  to  labor  only  but  to  eveiy 
factor  necessary  to  bring  successful  ]5roduction  in  industry. 

All  of  this  may  be  difficult  to  accomplish,  but  the  difficulty  only 
increases  the  importance  of  attempting  it.  Harder  problems  have  been 
solved  on  American  soil  since  the  fathers  first  held  aloft  the  flaming 
torches  of  liberty  and  democnu^  for  all  the  world  to  see. 

In  the  meantime,  while  plans  of  this  nature  are  being  woriced  out 
by  thoughtful  men  at  both  ends  of  the  industrial  organisation,  let  us 
have  peace.  If  we  could  have  an  absolute  industrial  armistice  in 
America  for  six  months;  if  both  the  necessary  ingredients  of  capital, 
that  is,  both  money  and  labor,  would  be  active  and  constant  in  the 
problems  of  production,  the  busy  peaceful  days  would  soon  yield  a 
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spirit  which  would  make  it  possible  for  men  to  solve  the  proUems 
which  now  confront  us.  If  money  and  labor  would  both  make  a 
demonstration  of  the  enormous  capeudty  of  American  genius  to  pro- 
duce the  things  which  are  necessary  for  human  kind,  we  would  soon 
run  into  an  era  of  easier  living  and  better  times  for  all,  and  the  peace 
made  by  such  an  armistice  would  be  continued  as  the  permanent 
peace  resulting  from  mutual  good-will.  Idleness  is  no  panacea  for  the 
ills  from  which  the  country  suffers.  Work  may  be.  The  cost  of  life 
is  only  enhanced  by  the  idleness  of  men;  it  can  be  reduced  by  the 
intelligent  industry  of  all.  Other  remedies  may  bring  us  part  way 
on  the  road,  but  they  will  never  bring  us  the  whole  distance.  These 
other  remedies  diould  and  will  be  applied,  but  the  most  effective  cure 
that  can  be  devised  will  be  the  general  acceptance  by  all  our  people 
of  the  golden  opportunities  of  this  great  land  of  plenty  for  all  who 
give  the  best  that  is  in  them. 

I  would  be  glad  of  the  opportunity  to  say  a  further  word,  genial 
in  character,  and  nevertheless  it  seems  to  me  particular  in  its  applica- 
tion to  all  these  great  problems,  the  great  problems  which  have  been, 
as  I  said,  dumped  into  our  lap  whether  we  like  it  or  not,  as  a  result 
of  the  greatest  war  which  histoiy  has  ever  recorded.  It  seems  to  me 
that  for  us  in  America  to  make  certain  that  we  solve  those  problems 
we  must  keep  constantly  before  us  the  reason  which  led  America 
into  the  great  war— what  she  hoped  to  accomplish  by  going  in— and 
all  her  hopes  and  aspirations  have  been  affected  by  the  great  political 
and  economic  changes  which  the  war  has  brought  about.  For  tmlesB 
we  understand  the  correct  spirit  of  the  100,000,000  American  people 
who  responded  to  their  leader's  call  in  April,  1917,  and  formed  an 
army,  the  like  of  which  the  world  has  never  seen,  unless  we  under- 
stand the  spirit  that  animated  them,  we  cannot  know  the  mind  of 
America  in  the  way  that  will  make  it  possible  for  us  to  settle  these 
great  questions  brought  now  before  us. 

We  have  got  to  remember,  it  seems  to  me,  first:  that  we  went  in 
perfectly  satisfied  with  our  form  of  government,  perfectly  confident 
that  under  that  form  of  government  every  man,  woman  and  child 
between  the  oceans  could  and  would  receive  that  share  of  the  world's 
wealth  to  which  he  was  entitled,  and  that  share  also  of  Clod's  happi- 
ness which  was  given  to  men  and  women  to  enjoy.  We  went  into  the 
war  firmly  convinced  that  a  centuiy  of  experience  had  demonstrated 
the  success  of  this  great  democracy  between  the  seas,  that  we  were 
prepared  to  implant  its  ideals  upon  all  the  worid  for  their  sake  and 
for  ours.  It  is  not  mere  rhetoric  to  say  that  I  am  old-fashioned  about 
this  thing,  and  the  reason  why  we  fought.  Somebody  told  me  one 
day  that  we  went  to  war  because  Germany  shot  up  a  couple  of  dupe 
and  destroyed  American  lives.  Those  things  drove  us  into  the  war, 
but  we  would  have  gone  in  without  them,  eventually.    We  would  have 
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been  driven  in  by  the  very  logic  of  America's  part  in  the  world'i 
affairs  in  the  last  century  and  a  quarter.  (Applause.)  For  I  tell  you 
that  in  order  to  remember  to  tell  it  to  our  children  and  have  them 
tell  it  to  theirs,  that  not  for  conquest,  not  for  territory,  not  for  in- 
demnities, not  for  money,  not  for  power,  but  the  United  States  of 
America  got  into  the  war  because  she  went  in  to  fight  for  the  things 
for  which  all  good  Americans  have  dlwaya  been  willing  to  fight. 

We  forget  it,  but  let  us  not  forget  it.  The  United  States  of  America 
has  never  gone  to  war  except  in  the  holy  cause  of  freedom.  (Ap- 
plause.) The  United  States  of  America  has  never  gone  to  war,  nor 
come  from  a  war  victorious  except  human  or  political  freedom  was 
the  result.  The  fathers  fought  the  War  of  the  Revolution,  and  the 
nation  was  freed.  Their  sons  fought  the  War  of  1812,  and  the  seven 
seas  were  freed.  Their  sons  fouc^t  the  war  with  Mexico  and  freed 
the  republic  of  Texas,  and  the  republic  of  Texas  took  its  place  in 
tiie  Union  as  a  state.  Their  sons,  our  fathers,  fought  the  war  between 
the  states  and  a  race  of  people  were  freed.  Their  sons,  our  brothers, 
fought  the  war  with  Spain  and  CHiba  was  freed.  And  now  that  our 
boys  have  come  across  from  over  the  seas  with  victory,  the  whole 
worid  is  freed.     (Great  applause.) 

I  remember  reading  a  story  in  the  early  days  of  the  world  war. 
Half  a  dozen  yoimg  officers  gathered  on  the  aviation  field  in  France. 
They  were  discussing  the  question,  which  was  much  discussed  in 
1914  and  1915,  what  was  the  war  all  about.  A  young  British  officer 
said  he  didnt  know  what  they  were  fighting  for;  the  Canadian  officer 
said  be  came  across  the  sea  because  England  called,  but  he  didnt 
know  why.  An  Italian  officer  said  he  was  trying  to  lick  Austria,  but 
he  wasnt  aware  of  the  reason  for  it.  A  young  American  officer,  ac- 
cording to  the  story,  saw  a  peculiar  glimpse  come  in  the  eye  of  a  young 
French  officer,  and  he  said  to  the  yoimg  French  captain,  ''Do  you 
know  what  the  war  is  about?  Do  you  know  what  you  are  fighting 
for?"  The  French  captain's  answer  came  out  like  the  spit  of  a  ma- 
chine gun.  He  stooped  to  the  groimd,  picked  up  a  handful  of  earth, 
pressed  it  to  his  lips,  and  said:  ''I  fight  for  France."  (Applause.) 
It  was  literally  true,  France  was  fighting  for  her  very  right.  Three 
times  the  Hun  had  come  within  fifty  miles  of  the  gates  of  Paris, 
within  the  very  heart  of  France,  and  three  times  the  French  people 
with  a  courage  never  known  in  history,  met  the  Hun  within  those 
fifty  miles  with  the  cry,  ''You  shall  not  pass  I"  And  yet  I  have  often 
thought  that  if  American  men  and  women  had  been  killed  by  the 
mUlions,  killed  and  wounded;  if  American  cities  had  been  destroyed, 
raaed  to  the  ground;  if  American  nurses  had  been  stood  against  walls 
mod  shot;  if  American  women  had  suffered  from  crimes  unspeakable; 
if  American  children  had  been  butchered  before  the  eyes  of  their 
helpless  parents — ^we  would  never  have  had  any  doubt  as  to  why  we 
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fought.  And  yet,  if  France  had  fallen,  if  Paris  had  been  entered  and 
the  channel  ports  taken,  I  think  Flanders  would  have  oome  to 
America,  to  Georgia  and  to  Maryland.  American  cities  would  have 
been  destroyed,  American  churches  violated,  American  women  and 
American  children  butchered. 

Let  our  children  tell  it  to  theirs,  that  we  fought  a  war  of  self- 
defense;  let  us  teach  them  to  take  the  soil  of  our  beloved  country 
to  their  lips  and  say,  'Thank  God  we  fought  for  America."  (Ap- 
plause.) But  more  than  that,  we  fought  for  peace.  I  am  one  of  those 
who  believe  that  the  reason  the  American  people  rose  a  hundred  mil- 
lion strong,  almost  without  a  dissenting  voice  to  the  support  of  their 
government  in  1917,  was  the  confident  belief  on  the  part  of  the  Amer- 
ican people  that  this  was  a  war  against  war;  (Applause)  that  it  was 
a  war  to  bring  peace  to  the  world. 

Perhaps  it  is  because  I  am  a  Quaker  that  I  say  that.  I  am  a 
Quaker.  I  suppose  out  here  in  the  Mississippi  Valley  you  dont  know 
much  about  Quakers,  but  my  people  came  to  this  country  when 
William  Penn  pushed  his  good  diip  Welcome  up  the  Delaware  river 
and  landed  his  little  party  to  found  the  great  experiment  in  the  woods 
which  has  since  become  the  great  commonwealth  of  Pennsylvania. 
From  that  time  to  this,  through  eight  generations,  my  people  have  held 
true  to  the  tenets  of  the  Quakers'  faith,  and  diief  amongst  them  is 
opposition  to  war  and  all  that  pertains  to  war.  I  am  a  good  Quaker, 
and  yet  I  was  for  this  war  from  the  first  day  to  the  last.  (Ap- 
plause.) My  wife  is  a  Quaker.  Through  eight  generations  her  people 
have  held  the  same  faitii,  and  yet  every  boy  of  military  age  in  her 
family  and  mine,  though  every  one  of  them  was  descended  from  a  Quaker 
preacher,  was  in  the  uniform  of  his  country  in  this  great  war  (Applause) ; 
and  every  man  of  peace — and  who  in  America  is  not  a  man  of  peace — 
was  for  this  war  because  we  saw  in  it  the  end— the  end  of  wars.  Why, 
the  war  itself  was  the  greatest  argument  against  war  that  the  woiid 
has  ever  seen.  Every  fair-haired  hay  who  lies  today  beneath  the 
soil  of  unhappy  Europe,  in  any  ooimtry,  every  widowed  wife  and 
orphaned  child,  every  sorrowing  mother,  every  grief-bent  father  in 
the  unhappy  lands  that  have  known  the  war  is  an  argument  swelling 
up  to  heaven  with  more  eloquence  than  has  been  heard  since  the 
morning  stars  sang  together  in  support  of  the  Christian  doctrine,  the 
American  doctrine,  of  Peace  on  Earth,  Good  Will  to  Men.    (Applause.) 

And  so  we  fought  for  these  things — for  liberty,  for  America  and  for 
peace;  these  three,  and  the  greatest  of  these  is  peace.  Fat  peace 
means  liberty  for  everyone;  peace  means  America  fcnrever  more,  and 
peace  means  the  bright  noontide  of  that  glorious  day  which  was 
ushered  in  by  the  Master  two  thousand  years  ago  when  He  blessed 
a  weary  world:  ''My  Peace  I  give  unto  you;  my  Peace  I  leave  with 
you."    Let  me  tell  you,  my  countrymen,  the  hard  won  victories  of 
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American  anns,  the  sacrifioes  of  American  men,  the  devotions  of 
American  women  in  the  great  world  war,  will  prove  but  an  evil  and 
futile  thing  unless  we  see  to  it  that  out  of  it  shall  come  a  greater 
liberty,  a  better  America,  and  a  surer  peace.  (Prolonged  applause 
terminating  in  the  rising  of  the  audience.) 

Pbbsident  Maddox:  Gentlemen:  We  have  another  very 
interesting  address  to  follow,  and  I  am  sure  you  will  be  very 
much  entertained  if  you  remain*  The  next  speaker  on  our 
program  is  a  gentleman  who  has  contributed  a  number  of 
splendid  works  on  finance,  one  of  the  best  known  political 
economists  in  America,  who  is  a  financial  philosopher,  who 
puts  the  courage  of  his  convictions  in  his  words,  who  never 
loses  an  opportunity  to  pour  rays  of  sunshine  into  the  dismal 
science  of  political  economy.  He  has  also  made  a  very  in- 
teresting study  of  longevity  and  has  a  record  of  several  cen- 
tenarians which  he  is  now  studying  and  hopes  to  include  in 
that  list  all  of  the  members  of  the  American  Bankers  Associa- 
tion in  time  to  come.  I  take  pleasure  in  introducing  to  you 
Dr.  Irving  Fisher  of  Yale,  who  will  speak  on  "A  Monetary 
Remedy  for  the  High  Cost  of  Living.*' 

A  MONETARY  REMEDY  FOR  THE  HIGH  COST  OF 

LIVING 

Ibving  Fibheb 

It  is  a  curious  fact  that  bankers,  Just  because  they  deal  primarily 
in  money,  are  often  less  interested  in  the  fluctuations  in  the  purchasing 
power  of  money  than  are  ordinary  merchants  who  daily  watch  the 
courae  of  prices. 

Some  banks  have  in  times  past  too  often  dealt  recklessly  in  their 
commodity,  money,  with  little  realisation  of  the  disastrous  effects  they 
thus  produce  on  the  price  level  and  on  business  conditions. 

But  today  more  than  ever  before  bankers  recognise  that  they  per- 
form a  public  function.  No  class  of  business  men  have  tried  more 
conscientiously,  during  the  war,  to  render  patriotic  service  and  few  if 
any  other  classes  in  civil  life  have  played  a  more  indispensable  part 
in  winning  the  war. 

Now  that  the  war  is  over  the  banker  sees  before  him  new  fields 
of  public  usefulness.  Besides  shouldering  a  large  part  of  the  responsi- 
bility for  fyT^nTifting  the  gigantic  task  of  reconstruction  throughout  the 
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world  he  has  another  great  task,  namely  to  help  reconstruct  the  bank- 
ing and  monetary  systems  of  the  world.  I  wish  to  speak  of  one 
fundamental  but  neglected  part  of  that  great  task. 

This  is  the  problem  of  curing  the  instability  of  money  so  signally 
illustrated  during  the  war.  It  is  coming  to  be  realised  that  this  prob- 
lem of  unstable  money  lies  at  the  bottom  not  only  of  the  problem  of 
international  exchange  but  of  the  problem  of  the  High  Cost  of  Living. 

The  great  need  of  America  and  still  more  of  Eiu*ope  today  is  to 
stabilize  conditions.  After  the  treaty  of  peace  is  out  of  the  way,  the 
purpose  of  which  is  to  restabilize  political  conditions,  the  next  great 
problem  which  confronts  mankind  will  be  the  great  economic  problem 
of  the  high  cost  of  living,  a  problem  of  stabilizing  economic  conditions. 
That  is  a  problem  to  the  solution  of  which  all  of  us  can  well  afford 
to  give  our  best  efforts.  My  own  conviction  is  that  the  solution  of 
this  great  problem  of  the  high  cost  of  living  is  primarily  a  matter  of 
money  and  banking. 

I  think  we  are  all  struck  with  the  futility  of  the  methods  which, 
have  thus  far  been  employed  or  suggested,  not  excepting  price  fixing, 
and  recognise  the  need  of  something  that  is  based  more  upon  a  true 
diagnosis  of  the  situation. 

My  old  master  in  p<^tical  ecooomy,  Professor  Sumner,  used  to  say, 
^When  you  have  to  deal  with  a  social  situation,  divide  your  subject 
into  four  heads:  First,  what  is  it?  second,  why  is  it?  third,  what  of 
it?  and  fourth,  what  are  you  going  to  do  about  it?" 

So  I  shall  run  rapidly  over  these  four  heads,  though  I  am  most  in- 
terested in  the  last. 

First,  then,  let  us  see  what  are  the  facts  in  regard  to  the  high  cost  of 
living,  or,  as  I  prefer  to  say,  in  regard  to  the  low  purchasing  power 
of  the  dollar;  for  to  speak  of  the  high  cost  of  living  is,  of  course, 
identical  with  speaking  of  a  low  purchasing  power  of  the  dollar. 

We  have  now  in  the  index  mmiber  of  prices,  a  means  of  measuring 
the  facts  in  the  case  with  considerable  exactness.  This  device,  when 
I  was  a  student  of  economics,  was  in  its  infancy,— but  during  the  last 
generation  it  has  come  to  be  the  practical  reliance  of  merchants  and 
bankers.  Today  we  have  the  index  numbers  of  Dun,  Bradstreet,  the 
United  States  Department  of  Labor,  and  various  other  public  and 
business  agencies  throughout  the  civilized  world. 

An  index  number  of  prices  is  a  figure  which  shows  the  average  per- 
centage increase  or  decrease  of  the  general  scale  or  "level"  of  prices 
or  "price  level,"  as  it  is  often  called.  If,  since  last  year,  butter  goes 
up  four  per  cent  and  sugar  goes  up  ten  per  cent,  then  on  the  average 
butter  and  sugar  have  gone  up  seven  per  cent  or  half  way  between 
four  and  ten.  107,  then,  is  the  index  number  of  those  two  articles 
as  compared  with  100  per  cent,  with  last  year  taken  as  a  base  for 
comparison.    If  we  consider  butter  as  more  important  than  sugar,  we 
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Bimply  count  butter  twice.  The  average  then  is  not  4  +  10,  divided 
by  2,  but  4+4+10,  divided  by  3  which  gives  six.  That  is,  the  average 
rise  would  be  6  per  cent.  This  result  means  that  the  index  number 
is  106  as  compared  with  100  for  last  year,  the  base  of  comparison. 
Or  if  sugar  is  twice  as  important  as  butter  then  we  count  sugar  twice 
and  take  4  +  10+10,  divided  by  3,  which  is  8,  making  the  index 
number  108.  Now  in  all  three  cases  106,  107  and  108,  we  get  almost 
the  same  result.  In  other  words,  whether  we  take  a  simple  average, 
or  "weight"  different  commodities  according  to  their  importance,  we 
get  very  much  the  same  result.  Thus,  as  an  instrument  for  reckon- 
ing, the  index  nimiber  is  a  practically  reliable  standard  for  measuring 
the  price  level,  or  the  purchasing  power  of  the  dollar. 

The  index  number  of  the  Bureau  of  Labor  Statistics  for  wholesale 
prices  is  computed  from  300  commodities  for  which  the  prices  are 
secured.  This  index  number  rose  106%  between  1914  before  the  war 
and  November,  1018,  the  month  of  the  armistice,  while  the  index 
number  of  the  London  Statist  rose  122%. 

Retail  prices  of  food  rose  in  the  United  States  in  the  same  period 
79%,  in  England  133%,  and  in  France  approximately  140%. 

It  is  fair  to  say  that  the  war  about  doubled  prices  in  general  in  the 
United  States  and  Canada  and  about  trebled  prices  in  western  Europe, 
while  in  Russia  it  multiplied  them  by  ten  or  twenty. 

The  price  level  of  the  United  States  is  now  three-fold  the  level 
of  1896.  Expressing  the  same  fact  in  terms  of  the  purchasing  power 
of  money,  our  dollar  of  today  is  worth  only  about  thirty-five  cents 
of  the  money  of  1896.  In  modem  slang  we  may  say  almost  literally, 
that,  as  compared  with  the  biggest  dollar  we  ever  had,  that  of  1896, 
our  present  dollar  "looks  like  thirty  cents.'' 

€roing  back,  we  also  know  that  between  the  Civil  War  and  1896  the 
price  level  had  fallen  and  that,  ever  since  1872  when  the  first  good 
index  number  begins  (for  England),  we  find  the  purchasing  power  of 
money  changing. 

So  far  as  the  facts  are  concerned,  then,  our  conclusion  is  that  the 
dt^lar  has  always  varied,  and  is  always  unstable  and  imcertain.  It  is 
on  this  basic  fact  that  we  must  build  our  theories  and  devise  a  remedy. 

Our  second  question  is:  Why  is  it  that  the  piu*ohasing  power  of  the 
dollar  is  forever  changing?  The  dollar  as  used  by  bankers  for  debtors 
and  creditors,  for  reckoning  stocks  and  bonds,  for  taking  care  of 
trust  estates,  and  so  forth,  is  supposed  to  be  a  unit  of  purchasing 
I>ower.  But  we  find  that  it  is  an  unsafe,  unstable  imit  of  purchasing 
power.  We  should  know  the  cause  of  this  instability  and  whether  it 
is  inevitable  or  controlable. 

I  have  recorded  in  my  book  on  "Stabilising  the  Dollar,"  which  is 
soon  to  come  out,  some  forty  alleged  explanations  for  the  high  cost 
of  living.    Of  these,  the  two  which  are  more  common  in  our  minds 


Digiti 


zed  by  Google 


100  POBTY-FIPTH  ANNUAL  CONVENTION 

today,  are  scarcity  and  profiteering.  And  neither  of  these,  nor  any  of 
the  other  explanations,  is,  I  believe,  correct  though  they  often  toudi 
on  subordinate  factors  in  the  situation. 

While  war  scarcity  has  been  a  factor  in  raising  prices  in  Europe  it 
has  never  been  the  sole  factor  and  so  far  as  I  can  discover  has  seldom 
been  the  chief  factor.  In  this  countiy  statistics  of  the  volume  of 
trade  (not  in  dollars,  but  in  pounds  and  bushels,  and  in  other  units 
of  commerce)  fail  to  show  that,  even  during  the  war,  there  was  any 
material  scarcity.  We  must  remember  also  that  prices  rose  fifty 
per  cent  before  the  war,  during  the  period  from  1896  to  1913  and 
1914,  although  there  was  then  no  progressive  scarcity  but,  as  statistics 
already  show,  a  progressive  abimdance. 

No  more  can  we  depend  on  profiteering  as  an  explanation  of  the  high 
cost  of  living.  On  the  contrary,  profiteering  is  a  result,  not  a  cause,  of 
rising  prices;  for  it  invariably  happens  that  when  prices  are  rising, 
the  prices  which  the  merchant  gets  for  his  goods  are  going  up  yihile 
his  fixed  costs  for  rent,  interest  and  salaries  do  not  go  up.  The  result 
is  that  profits  will  fall  into  his  lap.  We  are  making  a  great  mistake 
if  we  look  simply  on  the  goods  side  of  exchange  to  find  an  explanation 
of  the  high  cost  of  living.    We  must  look  chiefly  on  the  money  side. 

From  the  standpoint  of  probability  is  it  not  more  likely  that  we 
would  find  in  one  thing,  our  currency,  rather  than  in  three  hundred 
different  things,  the  explanation  of  a  coincident  rise  in  most  prices? 

We  have  statistics  which  also  indicate  this.  We  find,  for  instance, 
that,  before  the  war  and  during  the  war,  countries  that  have  like 
monetary  standards  have  like  price  movements,  that,  for  instance, 
all  gold  standard  coimtries  (so  long  as  they  keep  the  gold  standard 
in  operation)  have  prices  moving  in  sympathy.  We  find  silver  stand- 
ard countries  experiencing  like  sympathetic  price  movements. 

We  find  however  a  great  contrast  between  the  price  movements  in 
gold  standard  coimtries  and  in  silver  standard  countries. 

We  find  also  that  price  movements  bear  a  certain  relation  to  the 
quantity  of  money  and  credit.  We  find  for  instance  that  the  first 
price  increase  of  any  consequence  in  this  coimtry  after  the  outbreak 
of  the  war  began  in  the  fidl  of  1915,  one  month  after  the  first  big 
importation  of  gold  into  this  country.  We  find  later,  when  the  gold 
import  suddenly  stopped,  that,  within  a  few  months,  the  rise  of  prices 
also  stopped  to  start  up  again  in  obedience  to  a  fresh  importation 
of  gold.  Altogether  we  imported  a  billion  dollars  of  gold.  And  that 
prices  rose,  as  they  did  more  slowly,  after  we  entered  the  war  is 
explainable  by  the  inflation  of  bank  credit  and  of  paper  money,  as  a 
consequence  of  the  twenty-two  billion  dollars  of  loans. 

I  believe  that  almost  all  economists  who  have  studied  this  problem 
are  agreed  that  the  correct  explanation  of  the  rise  of  the  prices,  or 
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of  the  continual  fall  and  rise  of  prices,  is  and  ever  has  been,  in  almost 
all  cases,  monetary. 

People  are  still  expecting  prices  to  fall.  But  there  is  little  justifica- 
tion, historical  or  otherwise,  for  this  expectation.  If  we  examine  the 
course  of  prices  at  the  time  of  the  Napoleonic  war,  the  war  of  1812, 
the  Mexican  war,  the  Crimean  war,  the  Civil  war,  the  Franco-Prussian 
war,  the  Civil  War,  the  Russo-Japanese  war  and  the  World  War,  we 
notice  that  it  is  not  always  true  that  prices  immediately  fall  after  a 
war.  The  only  great  instance  of  a  fall  is  after  the  Civil  War;  and  there 
the  fall  was  only  in  terms  of  paper.  When  we  translate  it  into  terms 
of  gold,  we  find  that  there  was  no  fall.  We  thus  find  that  the  method 
of  war  finance  is  the  controlling  factor  as  to  the  behavior  of  prices 
during  a  war  and  immediately  after.  When  a  war  is  easily  financed, 
the  price  level  is  apt  to  fall  back  to  the  pre-war  price  level  rather 
l»x>mptly,  but  when  a  war  is  costly,  it  is  always  to  some  extent  in- 
evitably financed  in  part  by  inflation  or  an  increase  of  money  without 
any  corresponding  increase  of  the  things  to  be  purchased  with  money. 
Now  this  last  war,  the  most  costly  war  of  all  history,  has,  as  was 
inevitable,  produced  inflation  all  over  the  world,  the  reduction  of 
which  will  require  generations.  In  a  word,  the  key  to  the  diagnosis  of 
the  present  high  cost  of  living  is  our  policy  of  war  finance,— the  fact 
that  colossal  war  debts  have  been  pulverized  into  circulating  medium. 

The  simplest  and  crassest  method  of  converting  war  debts  into  cir- 
culating medium  is  to  run  a  printing  press  and  pay  your  soldiers  and 
other  creditors  of  the  government  during  the  war  in  this  irredeemable 
paper  money.  That  was  done  in  our  Revolution,  and  the  remembrance 
of  the  Continental  paper  money,  because  of  its  depreciation,  still  per- 
sists faintly  in  the  phrase,  '^not  worth  a  Continental."  We  have 
irredeemable  paper  money  again  in  the  greenbacks  of  the  Civil  War, 
in  the  French  revolution,  and  during  the  Great  War  in  Russia,  both 
before  and  during  the  Bolshevist  regime.  The  Bolsheviki  themselves 
iasued  in  paper  money  eighty  billions  of  dollars. 

But  paper  money  inflation  is  only  one  of  several  kinds  of  inflation. 

There  are  in  particular  two  other  kinds  of  inflation  that  this  war 
has  exemplified.  One  is  gold  inflation  experienced  by  all  neutral 
countries  as  the  consequence  of  the  paper  inflation  among  the  belli- 
gerent countries,  for  under  ''Gresham's  law,"  gold  leaves,  when  dis- 
placed by  paper  as  in  Russia  and  Germany  and  Austria,  and  to  a  large 
extent,  even  in  Italy,  France  and  England.  Gold  was  washed  up  on 
our  shore  to  the  tune  of  a  billion  dollars,  and  similar  floods  struck 
Holland,  Sweden,  Spain  and  the  other  neutral  countries.  As  Mr. 
Miller  of  the  Federal  Reserve  Board  has  well  said,  ^inflation  is  no  less 
inflation  when  gilded  with  gold."  You  can  have  gold  inflation  just 
as  easily  as  paper  inflation,  for  by  inflation  I  mean  such  an  expansion 
of  currency  as  outstrips  the  needs  of  business,  and  therefore  has  as 


Digiti 


zed  by  Google 


152  FORTY-FIFTH  ANNUAL  CONVENTION 

a  consequence  a  riae  in  prices.  Such  inflation  of  the  gold  base  of  our 
monetary  structure  is  too  apt  to  be  disregarded.  The  banker  is  prone 
to  look  at  the  increase  of  available  reserves  as  an  advantage  rather 
than  otherwise.  And  it  is  so  far  as  the  maintenance  of  redemption  is 
concerned  but  it  is  just  as  evil  as  any  other  kind  of  inflation  in  its 
effects  on  the  piu*chasing  power  of  the  dollar  and  the  cost  of  living. 

The  second  form  of  inflation  is  credit  inflation,  a  new  and  subtle 
form  of  inflation,  which  comes  about  when  those  zealous  to  help  the 
government  by  lending  it  money  and  not  able,  immediately  at  least, 
to  do  so  out  of  savings,  borrow  what  they  lend.  In  Germany  this 
was  specifically  countenanced  if  not  encouraged,  and  the  bonds  of  any 
German  issue  were  deposited  as  collateral  security  with  banks  that 
were  specifically  authorised  to  issue  paper  money  to  those  who  de- 
posited them.  And  this  paper  money,  based  on  these  bonds,  was  in 
turn  lent  to  the  German  government  for  its  next  loan.  It  was  simply 
a  case  of  ^'chasing  the  devil  around  a  stump"  and  producing  substantially 
the  same  effect  in  the  end  and  as  though  the  government  issued  paper 
money  directly  to  pay  its  expenses.  We  did  very  much  the  same 
thing  here  where  we  deposited  our  liberty  loans  as  security  and  bor- 
rowed to  lend  to  our  government.  The  first  time  I  talked  to  an  audi- 
ence asking  for  subscriptions  to  a  liberty  loan,  I  was  followed  by  a 
clergyman  who  exhorted  his  hearers  thus  to  borrow  in  order  to  lend. 
He  said,  "it  is  no  trouble  at  all,  this  subscription  to  the  liberty  loan. 
All  you  have  to  do  is  to  go  to  the  bank  and  say  you  want  to  lend  the 
government  so  much  and  the  bank  will  lend  you  that  much,  and 
then  they  will  take  as  security  the  bond  that  you  get  from  the  gov- 
ernment for  your  loan.  You  dont  need  to  make  any  sacrifice  at  all. 
It's  like  perpetual  motion  I"  Of  course,  that  is  an  attempt  to  make 
something  out  of  nothing.  It  makes  nominal  piurchasing  power,  but 
does  not  produce  the  goods  which  are  to  be  purchased. 

On  the  whole,  the  money  in  circulation  in  the  United  States  rose 
from  three  and  one-third  biQions  in  1913  to  five  and  a  half  billions  in 
1918,  and  bank  deposits  from  thirteen  to  twenty-five  billions,  both 
approximately  corresponding  to  the  rise  in  prices. 

Taking  a  world-wide  view,  the  money  in  circulation  in  the  world  out- 
side of  Russia  increased  during  the  war  from  fifteen  billions  to  forty- 
five  billions  and  the  bank  deposits,  in  fifteen  principal  coimtries,  from 
twenty-seven  billions  to  seventy-five  biQions.  That  is,  both  money 
and  deposits  have  trebled;  and  prices,  on  the  average,  have  perhaps 
trebled  also. 

The  increase  of  over  thirty  billions  in  the  money  of  the  world  (out- 
side of  Russia)  is,  as  Mr.  O.  P.  Austin,  Statistician  of  the  National 
City  Bank,  says,  "mare  in  its  face  value,  than  all  the  gold  and  all  the 
silver  turned  out  by  all  the  mines  of  all  the  worid  in  427  yeara  since 
the  discovery  of  America.'' 
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So,  in  answer  to  our  second  question,  we  may  ascribe  the  rise  of 
prices  during  this  war,  and,  in  fact,  the  changing  price  levd  before 
this  war  throughout  recorded  history,  to  the  changing  in  the  supply 
of  money  and  of  deposits  subject  to  check. 

We  come  now  to  the  third  question,  ''What  of  it?''  If  it  is  true  that 
things  cost  twice  as  much  today  because  we  have  twice  as  much 
money,  and  if  eveiybody  receives  twice  the  salary,  twice  the  wages, 
twice  the  income,  that  he  had  bef(»re  the  war,  it  is,  apparently,  merely 
a  nominal  bookkeeping  change  and  no  evil  can  result. 

And  this  would  be  so  if  it  were  true  that  every  individual  of  us 
did  have  his  proportionate  share  of  this  increased  income.  The  un- 
fortunate thing  is  that  when  we  have  raised  the  price  level,  we  find 
the  world's  business  enmeshed  in  a  vast  web  of  previously  made  con- 
tracts and  imderstandings  all  expressed  in  terms  of  money.  These  con- 
tracts and  imderstandings  cannot  suddenly  be  adjusted  to  the  changed 
price  level.  Some  people  therefore  get  more,  some  less,  than  their 
thaxe,  and  vast  social  injustice  is  the  consequence.  The  evil  of  the 
high  cost  of  living  is  not  impoverishment.  The  world—or  at  any 
rate,  America— has  not  grown  poorer  (and  before  the  war  we  could 
say  the  world  was  not  growing  poorer).  But  there  has  been  a  dis- 
astrous and  unjust  change  in  the  distribution  of  wealth  due  to  this 
didocation  of  contracts  in  dollars,  sovereigns,  francs,  etc. 

Let  us  take,  as  an  example,  savings  bank  depodtors.  'fake  the 
servant  girl  who  put  a  himdred  dollars  in  the  savings  bank  in  1896. 
At  the  time  we  entered  the  war,  if  she  had  taken  out  her  savings,  she 
^ould  have  about  $200.  As  she  goes  to  the  teller's  window  to  get 
this  money,  she  congratulates  herself  on  her  savings;  but  when  she 
turns  aroimd  and  tries  to  spend  that  $200,  she  finds  that  she  cannot 
buy  with  it  any  more  than  she  could  have  bought  with  the  original 
$100  in  1896.  She  has  been  robbed  of  all  her  interest,  not  by  the  sav- 
ings bank,  but  by  the  depreciation  of  the  dollar  in  terms  of  which 
the  savings  bank  is  forced  to  keep  her  account. 

Take  again  a  bondholder,  a  widow,  who  was  left  by  her  husband, 
when  he  died,  a  hundred  thousand  dollars  in  gilt-edged  bonds,  yield- 
ing $4,000  a  year.  She  has  been  spending  that  $4,000  a  year  during 
all  these  years  and  yet  she  has  not  been  having  any  real  income; 
she  has  been  eating  up  her  principal,  for  her  principal  today,  while 
nominally  still  the  same  as  it  was,  a  hundred  thousand  dollars,  has 
only  half  of  the  purchasing  power  as  before  the  war,  and  a  third  of 
the  purchasing  power  in  1896.  In  other  words,  two-thirds  of  her  princi- 
pal (if  she  got  this  in  1896)  has  been  used  up.  She  is  like  '^ Alice  in 
Wonderland" — she  has  to  run  as  fast  as  she  can  to  stand  stilll  When 
we  come  to  think  of  it  we  realise  that  no  one  could  have  made  a 
fortime  from  bonds  or  lending  money  at  interest  since  1896.  Russell 
Sage,  Eetty  Green  and  those  money  lenders  who  got  rich  by  lending 
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money,  got  rich  before  1896.  Anyone  who  tried  by  merely  lending 
money  at  low  rates  of  interest  to  get  rich  between  1896  and  today 
would  have  had  his  labor  for  his  pains. 

When  prices  were  falling  the  opposite  was  true.  Between  the  Civil 
War  and  1896,  the  bondholder  was  "sucking  the  life  out  of  business,** 
as  it  was  then  said,  and  the  stockholders,  the  independent  producers, 
the  farmers,  were  losing.  The  farms  were  saddled  with  mortgages,  the 
weight  of  which  was  growing  more  and  more  intolerable,  while  the 
price  of  wheat  went  down  and  down.  Many  people,  including  thou- 
sands of  farmers  and  small  independent  merchants,  were  ruined  who 
tried  to  live  on  profits.  We  did  not  hear  then  about  profiteers,  but 
we  heard  a  lot  about  'l>loated  bondholders." 

The  great  untutored  public,  though  they  do  not  understand,  when 
they  complain  first  of  bloated  bondholders  and  then  of  profiteers, 
show,  by  using  these  opprobrious  epithets,  a  peculiar  sense  of  what 
is  in  each  case  actually  going  on.  And  yet  it  isn't  the  fault  in  either 
case,  of  the  respective  bondholder  or  profit  taker.  Neither  is  inten- 
tionally trying  to  take  advantage  any  more  than  usual.  It  is  merely 
the  fact  Uiat  the  dollar,  the  instrument  of  reckoning,  is  so  shifted 
as  to  throw  money  into  the  pockets  of  one  set  of  people  at  one  time 
and  into  the  pockets  of  another  set  at  another  time.  Probably  from 
1896  to  the  present,  something  like  one  himdred  billion  dollars  worth 
of  property  has  been  shifted  from  the  creditor  or  bondholder  class  to 
the  debtor  or  stockholder  type. 

But  while  temporarily  during  falling  prices,  as  before  1896,  the 
bondholder  may  gain  at  the  expense  of  the  business  enterpriser,  yet 
the  final  result  is  bankruptcy,  foreclosure,  and  control  by  the  bond- 
holder, who  ordinarily  is  imfitted  for  running  business  and  ought  to 
remain  a  silent  partner.  The  business  becomes  mismanaged  when  it 
changes  hands  until  even  the  bondholders  lose  in  the  end.  And 
again  when  prices  are  rising,  the  profit-taker,  while  primarily  the 
gainer,  is  soon  the  target  of  so  much  dissatisfaction  and  subject  to 
so  much  sabotage,  class  war  and  strikes  that  in  the  end  he  too  loses 
what  he  at  first  received.  In  the  end  no  one  gains  except  a  few 
speculators  by  having  the  dollar  change  its  purchasing  power. 

So  the  answer  to  our  third  question,  ''What  of  it?"  is  furnished. 
Lord  D'Abemon  said  on  the  subject  in  the  House  of  Lords  recently 
that  he  believed  80%  of  the  industrial  discontent  of  the  world  today 
is  due  to  the  depreciation  of  the  monetary  standard,  and  I  believe  he 
does  not  understate  the  case.  While  we  are  trying  to  understand 
Bolshevism  and  I.  W.  W.-ism,  this  great  accession  to  class  hatred  and 
class  war,  let  us  realise  that  its  inception  chiefly  is  due  to  the  change 
in  the  monetary  standards.  It  is  because  the  wage  earner  is  one  of 
the  contracting  parties,  whose  contract  calls  for  a  fixed  payment  in 
dollars,  the  readjustment  of  which  is  never  prompt  enough  to  ov^^ 
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take  the  high  cost  of  living.  We  see  the  advertised  statements  that 
people  in  the  wage  earning  olasses  are  getting  $60.00  a  day,  and  some 
of  them  are;  but  those  are  the  exceptions  and  the  more  exceptional 
those  cases,  the  more  widely  advertised  ihey  are.  Consequently  the 
public,  even  the  intelligent  public,  often  the  educated  banker,  has  the 
impression  that  labor,  <u  a  whole,  has  gained  from  this  war.  If  we 
look  at  the  statistics  of  the  average  wages  published  by  the  United 
States  Bureau  of  Labor  Statistics  we  find  no  such  thing.  On  the 
contrary,  we  find  that  whereas  between  1913  and  1018  the  cost  of 
living  had  gone  up  05%,  wages  on  the  average  had  gone  up  only  30%. 
In  other  words,  the  purdiasing  power  of  the  wages  of  the  average 
earner  in  this  countiy  had  gone  down  20%,  he  was  getting,  when  the 
war  ceased,  only  80%  as  much  as  he  was  getting  before  the  war,  and 
he  was  getting  before  the  war  even  less  than  he  was  getting  10  years 
before  that.  What  statistics  we  have  for  1010  show  that  wages  are 
now  tending  to  overtake  prices. 

The  progressive  impoverishment  of  the  wage  earner  through  the 
lagging  of  wages  behind  the  cost  of  living  is  the  master  key  to  this 
present  discontent.  It  is  a  serious  evil  to  thrust  millions  of  human 
beings  below  the  poverty  line  and  they  resent  it.  They  are  ready  to 
make  a  scapegoat  out  of  the  profiteer  or  the  speculator  or  the  banker, 
or  anybody  that  may  be  responsible  for  their  misery.  That  their 
misery  can  be  due  to  an  inanimate  object,  the  dollar,  seems  incredible, 
especially  that  the  misery  could  be  due  to  the  existence  of  too  much 
moni^. 

The  only  objection  that  I  ever  found,  really  and  substantially,  to 
Btabiliiing  the  dollar  is  its  apparent  radicalism;  and  the  allHBufficient 
answer  to  that  objection  is  that  to  stabilise  the  dollar  will  affcnrd  the 
greatest  safe-guard — ^I  would  almost  say  the  only  safe-guard — against 
the  real  and  dangerous  radicalism  with  which  we  are  threatened 
throughout  the  world  today. 

We  should  realize  that  a  period  of  falling  prices  produces  its  own 
type  of  discontent  and  radicalism,  for  we  remember  the  great  fall  of 
pric»  prior  to  1896  resulted  in  the  Bryan  campaign,  an  attempt  at 
a  remedy  which  would  have  been  worse  than  the  disease.  The  remedy 
was  very  popular  with  the  debtor  classes,  because  they  realised  they 
had  suffered  grievously.  The  propaganda  of  radicalism  then  sweeping 
thu  country  was  called  Populism.  Recently  a  man  went  to  Kansas 
and  said  he  could  not  find  a  Populist.  Why?  There  was  too  much 
money  in  Kansas.  In  other  words  the  economic  condition  which 
underiay  Populism  was  the  condition  of  falling  prices,  or  appreciating 
money.  Radicalism  died  out  a  few  years  after  the  fall  of  prices 
stopped;  and  I  venture  to  predict,  if  we  stabilize  the  dollar,  that 
gradually  and  within  a  few  years  after  the  stoppage  of  the  rise  of 
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prices,  you  will  find  a  material  disappearance  of  this  restlessness  and 
radicalism  which  is  puszling  the  world  so  much  today. 

Coming  now  to  the  fourth  question,  '^Can  we  stabilise  the  dollar?" 
I  will  have  to  refer  those  who  wish  a  complete  statement  to  my 
book  for  all  the  details  and  for  answers  to  the  objections  which,  I  am 
sure  will  come  to  the  mind  of  any  banker  when  the  outline  of  the 
plan  is  suggested.  Briefly  the  outline  is  this:  We  now  have  a  dollar 
constant  in  weight,  the  basis  of  which  is  25.8  grains  of  standard  gold 
(or  23.22  grains  of  pure  gold).  This  means  that  the  gold  miner,  or 
importer,  when  he  gets  one  dollar  of  gold  certificates  for  every  23.22 
grains  of  pure  gold  is  really  buying  or  selling  gold  for  120.67  an  oimce. 
In  short  and  roughly:  fixity  of  the  price  of  gold  at  about  $20.00  an 
ounce,  simply  means  that  the  dollar  is  about  a  twentieth  of  an  ounce. 
If  a  dollar,  instead  of  being  25.8  grains  of  gold,  were,  let  us  say,  a 
dozen  eggs,  obviously  the  price  of  eggs  would  always  be  a  dollar 
a  dozen  simply  because  a  dollar  is  a  dozen  eggs.  If  the  hens  did  not 
lay,  the  price  of  eggs  would  not  rise  (or  vary  at  all),  but,  instead, 
the  prices  of  other  commodities  in  terms  of  eggs  would  fall;  while  if 
eggs  were  a  drug  on  the  market,  their  price  would  not  fall  (or  vary 
at  all),  but  the  prices  of  other  commodities,  in  terms  of  eggs,  would 
rise— and  the  mystified  public  would  then  be  inquiring  gravely,  "Why 
this  high  cost  of  living?"  The  world's  prices  would  then  be  at  the 
mercy  of  hens  just  as  now  they  are  at  the  mercy  of  mines  and  banks. 

What  would  we  think  if  a  yardstick  were  defined  as  any  stick  that 
weighed  a  pound?  We  would  realize  at  once  that  many  a  stick  wei^ 
ing  a  pound  would  not  measure  a  yard.  In  the  same  way  we  can 
never  get  a  standard  of  piurchasing  power  by  merely  taking  a  standard 
of  weight.  But  since  the  dollar  is  fixed  in  weight  it  is  therefore 
necessarily  changing  in  piuxshasing  power.  What  we  want  is  a  dollar 
fixed  in  purchasing  power  and  therefore  changing  in  weight.  At  present, 
no  matter  what  influx  of  gold  takes  place  or  how  much  the  value  (i. 
e.,  purdiasing  power)  of  gold  is  lessened  by  the  increase  of  its  paper 
and  credit  substitutes,  it  must  bear  the  same  nominal  price.  In  other 
words,  fluctuations  in  the  price  of  gold  cannot  show  themselves  in  the 
altered  price  of  gold.  They  are,  therefore,  reflected  in  the  prices  of 
other  things.  Instead  of  always  having  that  fixed  price  of  $20.67  an 
ounce,  for  which  the  government  must,  under  our  present  laws,  buy 
and  sell  gold,  irrespective  of  what  it  is  worth,  let  us  change  that  prioe 
from  time  to  time.  When  gold  depreciates  let  us  mark  it  down; 
when  gold  appreciates,  mark  it  up.  In  other  words,  let  us  vary  the 
weight  of  the  doUar,  adding  to  it  when  the  index  number  of  prices  is 
too  high  and  taking  from  it  when  the  index  number  of  prices  is  too 
low.  Obviously  Mexico,  which  has  a  dollar  weighing  one-half  ol  ours, 
has  a  price  level  about  double  ours.  Whatever  your  theory  of  money 
may  be,  no  one  can  deny  that,  by  regulating  the  weight  of  the  dollar, 
we  can  absolutely  control  the  price  level. 
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But,  the  question  is  how  are  we  going  to  do  it?  Are  we  going  to 
recoin  ail  the  time?  Or  must  we  carry  coins  of  different  weights?  As 
a  matter  of  fact,  we  dont  use  gold  coin  today  to  any  great  extent. 
We  could  get  along  very  well  by  iising  gold  certificates  exclusively, 
leaving  all  the  actual  gold  in  the  vaults  of  the  United  States,  and  the 
United  States  could  have  this  physical  gold  in  standard  bars.  The 
eflsence  of  the  gold  standard  is  not  the  coin,  it  is  the  inflow  and  the 
outflow  of  gold.  As  long  as  we  allow  gold  to  be  sold  for  yellow  backs 
and  yellow  backs  to  be  redeemed  in  gold,  we  have  a  gold  standard, 
and  the  proposal  which  I  and  other  economists  are  making  is  not  to 
abandon  the  gold  standard,  but  to  ''put  the  standard  into  the  gold 
standard,"  retaining  exactly  the  same  process  but  altering  the  terms 
of  this  deposit  and  redemption  in  order  that  the  price  level  shall  be 
maintained.  We  must  conceive  simply  of  our  gold  standard  as  a  lake 
of  gold  in  our  treasury  vault,  a  lake  fed  by  the  free  deposit  or  coinage 
from  the  miner  and  importer  and  drained  by  the  different  exporters 
and  jewelers. 

We  want  our  monetary  imit  to  be  constant  in  its  purchasing  power 
over  goods  in  general,  i.  e.,  to  be  equivalent  to  a  certain  constant 
aggregate  of  commodities. 

The  index  number  indicates  the  purchasing  power  of  gold  over 
commodities.  If  we  take  the  present  price  level  as  our  standard,  we 
may  find  that,  next  month,  the  price  level  has  gone  up  1%.  In  other 
words,  the  dollar  has  depreciated  so  that  it  takes  $1.01  to  buy  what  a 
dollar  used  to  buy.  We  can  restore  this  lost  piurchasing  power  by 
adding  1%  to  the  weight  of  the  dollar.  If  the  one  percent  increase  of 
the  price  level  is  not  remedied  by  this  one  percent  adjustment  in  the 
weight  of  the  dollar,  then  at  the  next  adjustment,  we  readjust  it  by 
adding  another  one  per  cent.  As  long  as  that  price  level  remains 
one  per  cent  above  par,  we  can  add  in  one  per  cent  every  month  until 
our  loaded  dollar  becomes  an  oimce,  a  pound,  or  a  ton  if  necessary  I 
I  venting  to  believe  that  before  the  dollar  came  to  weigh  a  ton,  it 
would  buy  a  little  more  than  it  does  today  I 

In  this  way  any  change  in  the  price  level  would  always  be  in  process 
of  bdng  corrected,  the  gold  bullion  dollar  would  always  be  approxi- 
mated to  a  constant  purchasing  power,  i.  e.,  a  constant  price  level, 
the  circulating  dollar  certificates,  being  redeemable,  would  be  kept 
equal  in  purchasing  power  to  this  amount  of  gold,  and  finally  the 
credit  structure  (assuming  a  sound  banking  system)  would  also  be 
kept  from  fluctuating  by  its  relation  to  this  stabilised  dollar.  In  other 
words,  the  purchasing  power  of  the  gold  certificates  would  be  kept 
constant  in  terms  of  goods  while  the  weight  of  the  gold  dollar  would 
be  made  to  fluctuate  instead. 
So  much  for  the  bare  outline  of  the  plan. 

Several  questions  in  regard  to  its  application  will  probably  come  to 
the  mind  of  bankers. 
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In  the  first  place,  at  what  price  level  do  we  want  to  start  a  stable 
dollar?  This  diould  be  decided  by  a  judicial  commission  who  should 
investigate  the  volume  of  contracts  affected  and  the  tendenpy  of 
prices  at  the  time  of  inaugurating  the  plan,  so  as  to  prevent  further 
injustice,  as  far  as  is  humanly  possible,  to  the  parties  to  existing  o(hi- 
tracts.  Personally  I  ^ould,  so  far  as  I  can  now  see,  favor  a  level  below, 
but  only  slightly  below  our  present  one. 

In  the  second  place,  if  the  gold  dollar  certificates  outstanding  are  now 
equivalent,  dollar  for  dollar,  to  the  gold  in  the  Treasury,  but  next 
month,  because  of  a  change  in  weight  of  the  dollar,  they  call  for  one 
percent  more  gold,  must  the  Treasury  find  the  additional  bullion  and 
if  so  how?  It  would,  of  course,  be  perfectly  possible  (though  not 
necessary)  to  maintain,  as  at  present,  a  100  per  cent  reserve  against 
these  certificates,  the  government  making  up  the  deficit  when  gold 
depreciated,  periiaps  through  taxation.  If,  on  the  other  hand,  gold 
were  appreciating,  the  government  would  reap  a  profit.  This  gain  and 
loss  are  not  new  phenomena  resulting  from  stabilising  the  dollar. 
They  exist  today.  But,  under  our  present  system,  the  loss  or  gain 
falls  on  the  individual  holder  of  gold  certificates  instead  of  on  the 
government.  Stabilizing  the  dollar  simply  affords  a  specific  measure 
of  this  loss  or  gain,  and  maintaining  the  reserve  translates  that  loss 
or  gain  into  an  increase  or  decrease  of  taxes. 

It  would  be  more  simple,  however,  to  allow  the  reserve,  should  it 
tend  to  fall  below  par,  to  do  so  up  to,  say,  50  per  cent,  before  replenii^ 
ing  the  supply  of  bullion.  Any  surplus  above  this  50  per  cent  which 
might  exist  at  a  time  of  falling  prices  or  decreasing  dollar  weight 
could  be  put  to  work  to  earn  interest  which  would  to  a  large  extent 
provide  against  loss  when  prices  tended  to  rise  again.  This  could  be 
done  by  investing  this  ''surplus"  in  government  bonds. 

As  to  the  bankers'  reserves,  these  would  all  be  kept  not  in  gold 
but  in  gold  certificates  redeemable  at  the  sub-treasuries  in  gold  buUioQ 
of  whatever  weight  of  gold  per  dollar  should  be  declared  at  any  time. 
Thus  the  banker  would  not  be  concerned  with  fluctuations  in  the  price 
of  gold,  the  Government  assuming  this  responsibility — as  it  shofuld 
under  our  constitution — ^to  "regulate  the  value  of  money." 

With  the  League  of  Nations  organized,  it  may  be  possible  to  secure 
international  adoption  of  the  plan  at  the  outset.  As  to  the  questicm 
of  the  adoption  of  the  plan  by  this  coimtry  alone,  now  is  our  golden 
opportunity  to  take  the  lead  for  stabilization.  International  pars  of 
exchange  have  been  shattered  by  the  war.  If  we,  with  our  present 
financial  supremacy,  would  inaugurate  the  stabilization  plan,  we  could 
presumably  count  on  other  nations  soon  falling  into  line.  The  benefits 
of  stabilization  would  be  too  obvious  to  be  missed. 

Even  if  we  had  to  "go  it  alone"  for  a  while,  the  benefits  of  the 
system  would  far  outweigh  the  drawback  of  a  shifting  rate  of  exchange. 
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Our  domestic  commerce  is  of  much  greater  importance  than  our 
foreign  commerce. 

Other  questions  are  discussed  in  my  forthcoming  book  "Stabilising 
the  Ddlar  in  Purchasing  Power/' 

This  plan  with  many  details  which  I  cannot  now  take  up  has  run 
the  gaimtlet,  for  years,  of  the  economists  of  this  country,  who  have 
finally  been  won  over  to  it.  A  committee  of  the  American  Economic 
Association  consisting  of  the  men  who  have  given  much  of  their  lives 
to  the  study  of  money  and  banking,  have  endorsed  this  plan  in  princi- 
ple. A  number  of  important  business  men,  like  Jc^  Haya  Hammond, 
the  mining  engineer,  and  John  V.  Farwell,  of  Chicago,  have  done  the 
same.  So  have  Senator  Owen,  one  of  the  authors  of  the  Owen-Glass 
bill  establishing  Federal  Reserve,  Jchn  Perrin,  Federal  Reserve  Agent 
of  the  Pacific  Coast  and  George  Foster  Peabody,  Director  of  the 
Federal  Reserve  Bank  of  New  Yoik.  A  bill  has  been  introduced  in 
Congress,  for  the  appointment  of  a  monetary  conmiission  to  study  the 
whole  problem  ''especially  to  the  end  that  the  purchasing  power  of 
the  dollar  may  be  stabilised.''  The  proposition  to  stabilise  money  is 
simply  a  reapplication  of  that  clause  in  our  Constitution  which  gives 
the  United  States  Government  the  power  to  regulate  the  value  of 
mon^. 

Twenty-three  of  the  leading  bankers  of  the  country  have  expressed 
a  favorable  opinion  of  the  plan.  Ten  of  these  are  bank  presidents. 
But  this  is  the  first  time  that  we  economists,  who  have  been  working 
on  the  plan  for  some  years,  have  submitted  it  for  the  consideration 
of  the  bankers  of  the  country. 

The  banker  is  primarily  a  conservative  man,  but  it  is  just  the  con- 
servative man  who  wants  to  avoid  the  radicalism  with  which  the 
world  is  threatened  today. 

If  bankers  can  take  an  interest  in  the  great  problem  of  stabilising 
the  price  level  and  thereby  reducing  the  discontent  that  comes  from 
the  high  cost  of  living  the  problem  will,  I  predict,  be  solved. 

If  bankers  will  make  a  study  of  this  and  reach  the  same  conclusion 
that  practically  all  those  who  have  studied  it  have  so  far  reached, 
namely  that  it  is  a  sound  and  practicable  and  conservative  plan,  they 
will  be  rendering  a  service  which  we  academic  economists  can  of 
otirselves  never  render. 

They  can  do  for  our  dollar  exactly  what  commerce  has  done  for 
every  other  imit  it  uses,— the  pound,  the  kilowat,  the  yard,— make  it 
a  standard  of  purchasing  power  and  thereby  solve  these  problems  so 
far  as  they  can  be  solved  in  that  particular  maimer. 

This  proposed  solution  is  to  be  contrasted  with  price-fixing,  which 

is  almost  the  only  other  sort  of  solution  that  is  offered.    The  forcible 

control  of  prices  has  never  succeeded,  even  in  Germany,  and  I  predict 

never  will  succeed  to  any  appreciable  extent.    So  far,  in  spite  of  the 
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appeal  of  the  President  and  the  great  work  of  the  attorney  general, 
there  has  been  no  substantial  reduction  of  the  prioe  level  in  conse- 
quence of  this  mode  of  attack. 

When  we  tried  to  solve  the  problem  of  daylight  saving  so  neceasaiy 
during  the  war,  we  did  not  use  the  strong-arm  method.  We  did  not 
try  to  compel  everyone  to  get  up  an  hour  earlier  and  get  breakfast 
an  hour  earlier  and  did  not  have  policemen  go  around  and  see  that 
they  did  it.  We  knew  that  that  plan  would  never  WOTk.  What  we 
did  do  was  to  change  the  instrument  of  reckoning,  the  clock,  and 
then  voluntarily  we  all  got  up  one  hour  earlier  and  went  to  break- 
fast one  hour  earlier.  And  just  as  simply,  instead  of  using  policemen 
and  clubs  to  enforce  the  regulation  of  individual  prices,  we  could 
merely  change  the  instrument  of  reckoning,  the  dollar,  in  terms  of 
which  we  measure  the  prices.  We  would  thus  automatically  control 
and  stabilise  the  price  level  or  the  purchasing  power  of  the  dollar, 
while  the  individual  prices  would  be  still  left  free  to  change  according 
to  supply  and  demand.  Such  a  solution  requires  no  price  fixing  except 
of  the  price  of  gold  which  we  have  alwas^s  fixed.  The  only  change 
would  be  that  we  would  fix  and  readjust  that  prioe  scientifically  in- 
stead of  fixing  it  arbitrarily  once  for  all.    (Applause.) 

Me.  Watts:  While  we  have  enjoyed  very  much  the  address 
to  which  we  have  just  been  listening,  I  fancy  that  it  is  a 
little  advanced  for  the  banker.  But  on  account  of  the  great 
importance  of  the  subject  and  the  eminent  source  from  which 
it  springs,  I  move  that  this  convention  refer  the  whole  subject 
to  the  Executive  Coimcil  for  further  consideration. 

(Seconded  and  carried.) 

General  Secretary  Famsworth  read  the  following  telegrams: 

From  Joseph  Hh^ch,  Chairman  Agricultural  Commission, 
Corpus  Christi,  Texas: 

'T  am  deeply  appreciative  of  expressions  of  sympathy  from 
Executive  Coimcil.  It  lightens  our  troubles  to  know  that 
friends  are  thinking  of  us  sincerely  and  we  are  grateful." 

From  Albert  S.  Adams,  President  International  Association 
of  Rotary  Clubs: 

"The  International  Association  of  Rotary  Clubs  sends  its 
friendly  greetings  and  wishes  for  you  a  most  successful  meet- 
ing. Rotary  stands  for  more  production  and  less  destruction 
and  a  fair  day's  pay  for  a  full  day's  work.  Rotary  is  opposed 
with  all  its  influence  to  those  forces  that  would  tear  down  and 
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destroy  the  things  that  the  real  men  of  this  country  have  so 
freely  given  of  their  heart  and  brain  to  build  up.  Rotary  will 
gladly  cooperate  with  your  great  organization  in  any  con- 
structive programs.  Rotarians  are  optimists  who  do  not 
just  sit  down  and  bemoan  conditions  but  who  get  out  and 
improve  them." 

Pbesident  Maddox:  A  very  important  report  will  be  read. 
It  is  short,  but  I  want  you  to  hear  it  because  it  is  the  first 
report  made  by  this  committee  which  was  created  by  you  at 
your  last  convention.  The  Chairman  of  that  committee,  I 
am  sorry  to  say  has  left  the  city,  but  he  has  given  the  com- 
mittee a  great  deal  of  hard  work  during  the  year.  It  is  the 
Committee  on  Commerce  and  Marine,  and  Mr.  Watts  has 
kindly  consented,  as  a  member  of  that  committee,  to  read 
the  report. 

Mb.  Watts:  I  may  say  in  advance,  in  the  absence  of  the 
chairman,  that  the  credit  for  the  work  of  that  committee  is 
due  to  the  chairman,  Mr.  McHugh,  and  the  Secretary,  Mr. 
Collins. 

REPORT  OF  COMMERCE  AND  MARINE  COMMITTEE 

John  McHugh,  Chairman 

Your  Committee  on  Commerce  and  Marine  reports  definite  progress 
and  increasing  opportunities  for  constructive  work  along  the  lines  of 
activity  marked  out  in  the  authorisation  given  by  the  Association  at 
its  annual  convention  in  Chicago,  in  September,  1018. 

That  authorization  was  in  the  form  of  a  resolution,  adopted  by  the 
Association,  together  with  subsequent  action  directly  following  vesting 
in  the  President  of  the  Association  the  power  of  naming  the  Com- 
mittee. The  resolution  was  ''That  the  American  Bankers  Association, 
in  convention  assembled,  pledges  itself  to  support  by  every  means 
in  its  power  the  development  of  export  trade,  to  encourage  manu- 
facturers to  enter  upon  this  field  of  distribution,  and  to  provide,  as 
rapidly  as  possible,  adequate  facilities  for  financing  export  operations 
sufficient  to  meet  every  reasonable  demand  that  may  arise."  The 
authorization,  ptumiant  to  the  adoption  of  the  resolution,  for  the 
appointment  of  a  special  Committee  by  the  President,  which  Committee 
should  include  the  President,  stated  that  the  Committee  should  be 
known  as  the  Commerce  and  Marine  Committee,  and  that  it  should 
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''study  this  important  question  and  bring  it  before  the  Association." 
As  noted  in  the  report  of  the  Committee,  made  to  the  Executive 
Coimcil  of  the  Association  at  White  Sulphur  Springs,  W.  Va.,  May 
21,  1919,  and  unanimously  adopted  by  the  Executive  Coimcil,  a  copy 
of  which  report  is  appended  as  an  integral  part  of  this  report,  the 
Conmiittee  on  Commerce  and  Marine,  comprising  fifteen  bankers 
representative  of  all  sections  of  the  coimtry,  was  called  together  for 
organization  by  the  President  of  the  Association,  in  New  York  City, 
January  21,  1919.  The  Committee's  work  soon  took  active  shape,  was 
fully  covered,  up  to  May  21,  in  the  report  of  the  Executive  Council  just 
referred  to. 

It  was  the  judgment  of  the  Committee  at  an  early  date  that  its  most 
important  fimction,  under  the  circumstances,  and  one  in  strict  accord- 
ance with  the  spirit  of  the  resolution  which  called  it  into  existence, 
was  in  the  direction  of  focussing  attention  on  the  creation  of  American 
credits  abroad.  These  credits,  it  was  and  is  believed  by  the  Com- 
mittee, constitute  an  essential  basis  for  the  maintenance  and  exten- 
sion of  our  foreign  trade,  and  it  was  and  is  held  by  the  Committee 
as  evident  that  this  basis  can  be  seciu-ed,  to  a  markedly  important 
if  not  wholly  necessary  degree,  by  wisely-made  American  investment 
in  high-class  foreign  securities,  not  only  government  issues,  but  also 
municipal  and  industrial,  if  properly  guaranteed. 

There  has  been  and  continues  to  be  much  discussion  in  general  as 
to  methods  to  be  adopted  to  bring  such  securities  in  effective  volume, 
and  surroimded  by  necessary  safeguards  to  ensure  their  ultimate  pay- 
ment, before  the  American  investing  public.  Legislation  is  pending, 
having  the  same  object  in  view.  Credits  aggregating  a  few  hundreds 
of  millions  of  dollars  have  been  extended  by  several  banking  institu- 
tions to  meet  pressing  needs.  Altogether,  however,  no  well-organized  ef- 
fort has  yet  been  made,  and  your  Committee,  therefore,  believes  it  time- 
ly to  say  that  it  is  confidently  of  the  opinion  that  the  necessary  financial 
machinery  in  the  form  of  a  large,  capably  managed  and  thorou^ily 
equipped  organization,  with  which  the  bankers,  business  men  and 
manufsLCturers  of  this  coimtry  would  become  identified,  and  vdiich 
might  very  properly  be  initiated  and  supported  by  the  members  of 
the  American  Bankers  Association,  should  be  provided  with  the  least 
possible  delay.  Such  an  organization  should  have  ample  capital  and 
be  sufficiently  resourceful  to  extend  credits  running  into  the  largest 
figures  that  can  be  required  for  the  purchase  of  American  products, 
and  its  efforts  should  most  certainly  be  supplemented  by  the  maximum 
of  production  here,  in  order  not  only  that  our  own  people  be  kept 
well  and  profitably  employed,  but  that  they  be  not  subjected  to  the 
pa3rment  of  excessive  prices  for  their  own  needs.  If  such  financial 
machinery  were  provided  and  had  the  support  of  the  members  of  the 
Association,  there  could  be  no  question  of  its  success,  and  its  sucoeas 
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would  find  reflection  in  prosperous  conditions  in  every  section  of 
the  country. 

Such  an  organization  might  confine  itself  to  investment  in  securities 
of  merchants,  manufactiu'ers  and  others  of  foreign  countries  when 
guaranteed  by  their  bankers  and  their  governments,  and  our  own 
Government  should  indicate  its  willingness  to  lend  its  friendly  offices 
to  such  an  organization  in  its  negotiations  and  in  the  collection  of 
such  foreign  obligations  if  need  be. 

Your  Committee  believes  that  the  so-called  Edge  Bill,  S.  2472, 
affords  a  basis  for  organization  in  connection  with  the  financing  of 
export  and  import  trade,  and  that  such  organisation  would  not  be 
in  restraint  of  trade,  but  would  promote  it  under  careful  governmental 
supervision  and  with  such  support  as  the  Government  might  con- 
sistently and  effectively  extend;  and,  therefore,  earnestly  recommends 
this  view  to  the  Association,  to  the  end  of  prompt  and  effective  action 
by  the  Association.  The  foreign  trade  financing  contemplated  under 
the  Edge  Bill  must,  of  coiu'se,  be  carefully  safeguarded,  to  the  pro- 
tection of  the  industrial,  commercial,  agricultural,  labor,  financial  and 
other  interests  of  the  United  States. 

It  was  the  Committee's  opinion,  as  far  back  as  last  April,  that 
high-grade  foreign  securities,  or  debentures  issued  against  them  by 
responsible  and  thoroughly  well-informed  companies,  with  ample  capital 
and  (Peered  by  men  having  the  confidence  of  the  public  both  as  to 
ability  and  integrity  of  purpose  should  be  absorbed  by  American  in- 
vestors in  increasing  volume,  and  that  to  bring  this  about  would 
require  carefully  planned  and  consistently  directed  efforts. 

It  was  in  pursuance  of  recognition  of  the  wisdom  of  establishing 
some  such  basis  for  the  extension  of  American  credits  abroad  that  the 
Committee  sent  out  on  May  3,  with  a  circular  letter  to  the  member- 
ddp  of  the  Association,  a  reprint  by  the  Committee  of  the  address, 
"America's  Equipment  for  Foreign  Trade,"  delivered  by  Fred  I.  Kent, 
Vice-President  of  the  Bankers  Trust  Company,  New  York  City,  at  the 
Sixth  National  Foreign  Trade  Convention  held  in  Chicago  the  latter 
part  of  the  preceding  month.  The  Chairman  of  your  Committee 
expressed  at  that  time  the  Committee's  belief  that  Mr.  Kent's  analysis 
and  recommendations,  particularly  with  regard  to  the  necessity  of  the 
absorption  by  American  investors  of  high-class  foreign  securities,  should 
be  given  the  most  careful  consideration  by  members  of  the  Association. 

There  was  wide-spread  interest  in  the  reprint,  and  requests  for 
additional  copies  were  received,  and  still  are  being  received,  from 
various  parts  of  the  country.  On  August  16,  the  Chairman,  with  the 
approval  of  the  Committee,  sent  out  to  the  membership  of  the  Asso- 
ciation a  circular  letter  asking  expressions  of  opinion,  for  the  benefit 
and  guidance  of  the  Committee  on  Commerce  and  Marine,  on  legis- 
lation dealing    in    general   with   foreign   trade.     In   this    connection. 
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special  attention  was  directed  to  the  so-called  Edge  Bill*  8.  2472,  not 
with  the  idea  of  endorsing  that  or  any  measure  then  before  CongresB, 
but  to  develop  constructive  criticism  of  important  proposals  in  the 
field  of  legislation  imder  consideration.  This  was  followed  by  a  reprint 
by  the  Conmiittee  of  the  Edge  Bill  as  paased  by  the  Senate.  In 
the  circular  letter  reference  was  made  to  salient  features  of  the  Edge 
Bill,  and  various  points,  favorable  or  debatable  relative  to  that  mea»- 
lure  were  brought  up.  The  replies  to  this  circular  letter  received  from 
bankers  in  many  parts  of  the  United  States,  have  been  distinctly  in- 
forming and  helpful,  and  an  analysis  of  them,  so  far  as  recorded,  is 
at  the  service  of  the  Association.  In  all  this,  the  Ck>nmiittee  on 
Conmierce  and  Marine  has  been  keeping  in  close  touch  with  the 
Association's  Committee  on  Federal  Legislation  and  with  the  Federal 
Legislative  Council  of  the  Association,  putting  at  the  disposal  of  the 
Committee  on  Federal  Legislation  and  tiie  Federal  Legi^tive  Council 
all  results  developing  from  the  circular  letter  sent  out  on  August  16. 

The  letter  in  question  has  had  a  large  circulation  in  addition  to  the 
membership  of  the  Association,  and  the  same  is  true  of  the  printed 
report  of  the  Committee  on  Commerce  and  Marine  made  to  the  Execu- 
tive Council  of  the  Association  last  May.  Many  requests  from  this 
report  have  been  received,  public  institutions  figuring  largely  in  these 
requests,  and  interest  has  been  evinced  in  it  abroad  as  well  as  in  this 
country. 

Sections  of  this  report  of  last  May  dealing  with  shipping  pcdicy 
and  declaring,  among  other  things  for  the  working  out  of  a  merchant 
marine  plan  involving  privately-owned  and  operated  vessels  with  such 
assistance  as  might  be  necessary  to  make  their  operation  successful 
against  all  competition,  were  presented  to  the  United  States  Shipping 
Board  at  a  conference  held  in  Washington,  May  22  and  23  last,  these 
sections  having  special  significance  because  they  had  been  approved 
by  the  Executive  Council  of  the  American  Bankers  Association.  It 
is  felt  that  the  Conmiittee  has  had  and  is  exerting  an  important  in- 
fluence, as  representative  of  the  Association,  on  the  shaping  of  national 
policy  in  this  particular.  The  Committee  has  had  a  sub-committee 
working  on  a  safe  and  consistent  plan  of  ship  financing,  in  case  the 
Government  should  decide  to  dispose  of  its  mercantile  shipping  on 
reasonable  terms. 

Your  Committee  appreciates  the  difficulties  relative  to  the  working 
out  by  Congress  of  a  plan  which  should  give  the  freest  possible  activity 
to  private  initiative  in  shipping  and,  at  the  same  time  recognise  and 
take  accoimt  of  the  government's  investment  in  shipping.  It  is,  how- 
ever, the  Committee's  firm  belief  that  present  conditions  more  than 
ever  demand  a  speedy  determination  of  shipping  policy,  and  that 
such  policy  should,  first  of  all,  be  based  on  the  fact  that  private 
initiative  and  experience  in  shipping  cannot  safely  be  set  aside  in 
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favor  of  experimentation  in  untried  fields.  Under  the  pressure  of 
war  necessity,  the  United  States  constructed  a  vast  merchant  fleet, 
and  the  nimiber  of  government-built  vessels  of  this  t3rpe  is  constantly 
being  augmented.  This  fleet,  properly  placed  and  effectively  operated, 
should  be  a  tremendous  factor  in  the  development  of  our  foreign  trade. 
Tike  situation  is,  that,  up  to  this  time,  it  is  not  fully  so  employed,  this 
being  due  to  a  variety  of  causes.  There  must  be  worked  out  at  the 
earliest  possible  moment  a  plan  providing  for  the  disposal  of  this 
fleet  to  responsible  American  concerns  at  prices  fairly  corresponding 
to  the  value  of  such  vessels  in  the  markets  of  the  world,  and,  in  this 
disposal,  well-established  shipping  firms  should  have  their  rightful 
opportunity  to  expand  their  biisiness.  Pending  such  disposal,  the  mer- 
cantile shipping  future  of  the  United  States  requires  the  chartering  of 
available  vessels,  at  fair  terms,  to  concerns  evidently  able  to  operate 
them  to  the  national  advantage.  Other  countries  are  rapidly  placing 
their  mercantile  shipping  on  a  soimd  commercial  basis,  and,  if  the 
United  States  lags  in  this,  the  effect,  seemingly,  cannot  fail  to  be 
disastrous.  It  also  is  true  that  our  navigation  laws  require  careful, 
intelligent  and  business-like  revision  in  order  that  foreign  competition, 
which  now  exists  to  a  marked  degree,  can  be  met,  due  regard,  of  course, 
being  exercised  with  respect  to  proper  compensation  for  the  men  on 
American  ships  and  with  respect,  also,  to  proper  return  on  American 
capital  invested  in  shipping. 

The  Conmiittee,  in  addition  to  being  fully  cognisant  of  banking  and 
other  plans  for  our  foreign  trade,  has  kept  itself  carefully  informed  for 
the  benefit  of  the  Association  as  to  developments  at  Washington  and 
elsewhere  relating  to  the  Shipping  Board  and  to  shipping  matters 
generally,  and  has  been  fully  alive  to  the  necessity  of  keeping  itself 
thoroughly  informed  also  as  to  the  trend  of  thought  and  policies  of 
qualified  shipping  men  generally,  of  exporters  and  importers,  of  manu- 
facturers and  of  agricultural,  labor  and  other  interests.  It  has  held 
before  itself  the  fact  that  America's  foreign  trade,  both  export  and 
import,  in  proper  relative  volume,  is  a  prime  essential  to  a  satisfactory 
and  prosperous  domestic  situation,  particularly  with  regard  to  labor. 
The  Committee  has  paid  attention,  which,  it  is  thought,  has  proved 
resultful,  to  the  subject  of  free  sones  in  ports,  to  the  development  of 
Pan-American  trade,  to  the  significant  development  of  regional  inter- 
est in  phases  of  foreign  trade  and  to  the  question,  of  special  importance 
to  numerous  bankers,  of  increasing,  by  fair  and  proper  means  the 
security  value  of  ship's  mortgages,  a  point  that  is  of  particular  mean- 
ing in  oormection  with  disposal  of  government  merchant  marine  holdings 
to  private  interests.  Your  Committee  has  been  carefully  following  the 
progress  of  legislation  to  this  end,  voicing  opinions  which,  it  is  be- 
lieved, have  been  of  assistance  in  the  framing  of  constructive  enact- 
ments. 
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The  Committee  months  ago  recognized  the  wisdom,  if  not  the  actual 
necessity  of  correlating  its  efforts,  especially  in  respect  to  the  extension 
of  American  credits  abroad,  with  those  of  committees  of  other  organisa- 
tions working  along  lines  more  or  less  similar.  This  ideal  of  concerted 
effort,  wherever  feasible  and  advisable,  has  been  one  of  the  guides  to 
the  Committee,  primarily,  of  course,  for  the  attainment  of  results, 
and  secondarily,  though  scarcely  less  importantly  in  a  sense,  for  the 
avoidance  of  duplicated  activities.  Something  has  been  done  in  this 
field  of  coordination,  but  much  remains  to  be  done.  Concerning  co- 
operation, the  Committee  has  particularly  appreciated  the  advisability 
of  enlisting  the  interest  and  aid  of  State  Bsmkers  Associations  in  its 
work,  and  evidences  of  coordinated  effort  on  the  part  .of  certain  State 
Associations  has  been  especially  welcome  and  valuable. 

The  Committee  has  established  informative  relations  with  important 
manufacturing  and  trade  associations  and  commercial  bodies  throu^- 
out  the  country,  many  matters  referred  to  have  received  prompt,  and, 
it  is  hoped,  adequate  attention,  and  a  very  large  amotmt  of  corre- 
spondence, between  the  Committee  and  individual  members  of  the 
Association  has  been  handled. 

It  is  the  Committee's  considered  belief  that  as  an  active  and  pro- 
ductive branch  of  the  Association,  its  functions,  if  the  work  thus 
begun  is  to  be  continued  and  amplified,  will  be  even  more  important 
the  coming  year  than  has  been  the  case  in  the  one  just  ending.  It 
would  seem  to  be  without  question  that  the  interests  of  the  Associa- 
tion, especially  at  this  time  of  rapid  national  and  international 
developments,  can  be  served  effectively  by  continuance  of  the  Com- 
mittee's work  adequately  financed,  taking  up  the  work  at  the  present 
stage  and  broadening  and  emphasizing  it  in  accordance  with  the 
Association's  desires.  It  is  just  as  unquestionable  that,  for  desired 
results  there  must  be  brought  to  that  work  constructive  ability  and 
earnest  effort.  It  is  apparent  that  special  dignity  and  influence  would 
be  given  the  successor  to  the  present  Committee,  if  it  were  constituted 
a  permanent  Commission  or  Conmiittee  of  the  Association — ^permanent, 
that  is,  in  its  machinery  of  organization — ^and  were  given  reinforced 
authorization  to  do  these  things:  First,  to  keep  in  close  touch  with 
all  developments  in  connection  with  our  foreign  trade,  particularly 
those  developments  directly  associated  with  finance;  Second,  to  do  all 
that  it  can  to  keep  the  bankers  of  the  coimtry  informed  as  to  these 
developments,  and.  Third,  to  encourage  by  all  proper  means,  through 
and  for  the  American  Bankers  Association,  the  favorable  eonsideration 
of  such  plans  as  in  its  judgment  may  prove  worthy. 

President  Maddox:  The  report  of  the  Committee  on  Com- 
merce and  Marine  will  be  received  and  filed.    The  next  on 
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the  program  will  be  the  report  of  the  Committee  on  Nomina- 
tions.  Mr.  Head. 

Mb.  W.  W.  Head  (reading) :  Your  Nominating  Committee 
begs  to  report  the  following  nominees  mianimonsly  chosen  by 
the  committee  to  be  submitted  to  the  Convention  of  the  Ameri- 
can Bankers  Association,  as  officers  for  the  ensuing  year, 
1919-1920: 

For  President:  Mr.  Richard  S.  Hawes,  vice-president  First 
National  Bank  in  St.  Louis,  St.  Louis,  Mo.     (Applause.) 

For  First  Vice-President:  Mr.  John  S.  Drum,  president 
Savings  Union  Bank  &  Trust  Company,  San  Francisco,  Cal. 
(Applause.) 

For  Second  Vice-President:  Mr.  Thomas  B.  McAdams, 
vice-president  Merchants  National  Bank,  Richmond,  Va. 
(Applause.) 

By  order  of  the  Nominating  Committee. 

Walteb  W.  Head,  Chairman. 
Jas.  B.  Lambebtson,  Secretary. 

The  meeting  then  adjourned. 

AFTERNOON  SESSION 

The  meeting  was  called  to  order  at  3:00  p.  m.,  by  President 
Maddox. 

PsEsmENT  Maddox:  At  the  first  session  the  question  of  the 
resolution  presented  by  Mr.  Robert  D.  Kent,  president  of 
the  Merchants  Bank  of  Passaic,  N.  J.,  was  postponed  until 
a  later  meeting.  The  resolution  was  on  the  subject  of  the 
collection  of  checks.  It  is  a  very  important  subject  and  a 
big  subject,  and  Mr.  Kent  thought  it  would  probably  not  be 
wise  at  this  time  to  discuss  it  before  the  convention,  and  I 
have  a  letter  from  him  suggesting  that  the  resolution  be  re- 
referred  to  the  Executive  Council  for  their  consideration.  The 
resolution  is  to  be  found  on  page  27  of  the  official  program. 
I  presim[ie  most  of  you  gentlemen  are  familiar  with  it,  and 
with  your  consent  I  will  refer  it  again  to  the  Executive  Coun- 
cil. 
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(No  objection  was  made  and  the  resolution  was  so  disposed 
of.) 

President  Maddox:  I  have  just  received  information  that 
a  charter  has  been  issued  to  what  I  understand  to  be  the 
first  women's  bank  in  the  United  States.  I  am  advised  that 
a  bank  in  Clarkston,  Tenn.,  has  been  organised;  all  of  the 
officers  and  all  of  the  employees  are  to  be  ladies  and  the  bank 
will  very  soon  open  for  business;  and  I  am  sure  you  are 
very  glad  indeed  to  welcome  the  ladies  in  our  fraternity,  and 
we  hope  they  will  make  a  success  of  the  first  women's  bank 
which  will  be  operated  entirely  by  women  stockholders,  offi- 
cers and  directors,  and  employees.    (Applause.) 

We  will  now  have  the  report  of  the  Committee  of  Seven, 
Mr.  William  George,  Chairman. 

REPORT  OF  COMMITTEE  OF  SEVEN 

William  Gbobge,  Chairman 

Since  the  appointment  of  the  Committee  of  Seven  one  year  ago, 
some  considerable  work  has  been  done  along  the  line  of  gathering 
further  data  and  facts  relative  to  this  important  proposition  and 
combining  it  with  the  statistics  gathered  by  the  predecessor  of  this 
committee.  Our  duty  has  apparently  been  to  develop  some  plan 
whereby  greater  economy  and  more  perfect  cooperation  and  co- 
ordination of  the  forty-nine  state  bankers'  associations  and  the  Ameri- 
can Bankers  Association,  one  with  another,  could  be  accomplished. 
The  original  committee  appointed  by  this  Association  consisted  of 
the  secretaries  of  each  of  the  forty-nine  state  associations.  Several 
meetings  were  held  and  the  matters  involved  were  quite  thoroughly 
discussed.  A  report  was  made  a  year  ago,  which  was  accepted,  and  the 
committee  discharged  and  a  new  Committee  of  Seven  appointed  to 
carry  on  the  work.  It  may  be  well  to  call  the  members'  attention 
to  a  few  facts. 

The  American  Bankers  Association's  annual  expenses  are  about  $400,- 
000  and  the  forty-nine  state  associations  expend  about  $460,000,  a  totid 
paid  out  annually  for  member  banks  of  about  $850,000.  There  are 
in  the  United  States  approximately  30,000  banks,  of  which  a  little 
over  20,000  are  members  of  the  American  Bankers  Associaticm,  and 
the  remainder,  or  approximately  10,000,  are  not  members  of  the 
American  Bankers  Association,  but  are  mostly  members  of  some  state 
association.    It  is  gratifying  to  note  that  largely  through  the  coordi- 
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Dftted  activities  of  the  state  secretaries  much  helpful  work  to  the 
members  of  the  various  state  associatioDS  is  being  accomplished. 
Eepeeially  is  this  to  be  noted  in  their  protective  woiic.  What  is  being 
done  by  them  to  prevent  duplicated  effort  in  this  line  will,  no  doubt, 
be  extended  to  oUier  and  greater  activities  and  eventually  will  result 
in  considerable  saving  to  member  banks.  It  is  ooly  fair  to  state  here 
that  banks  are  rapidly  appreciating  the  good  derived  from  this  state 
association  cooperative  woik. 

A  most  important  feature  that  lacks  a  perfect  relationship  between 
the  various  State  Associations  and  the  American  Bankers  Association, 
is  that  of  the  apprehension  of  criminab.  Of  course,  it  is  difficult  to 
develop  a  proper  plan  of  cooperation  between  state  associations  and 
the  American  Bankers  Association,  so  long  as  there  are  two  classes 
of  banks,  namely,  one  a  class  of  member  banks  and  the  other  of 
non-member  banks,  the  former  protected  and  the  other  not  protected 
by  American  Bankers  Association  service.  There  is  much  confusion 
of  systems  adopted  by  various  bank  associations  in  regard  to  appre- 
hension of  criminals,  paying  of  rewards,  etc.  A  great  majority  of  the 
banks  are  members  of  both  a  state  and  the  American  Bankers  Asso- 
ciation. Bankers  are  paying  1850,000  for  membership  and  expect 
service.  The  question  is:  are  they  getting  value  received.  It  is  our 
opinion  that  an  ideal  condition  might  be  developed  could  the  pay- 
ment of  one  membership  fee  entitle  the  member  to  all  the  protection 
and  all  the  privileges  of  both  the  state  and  American  Bankers  Asso- 
ciations, thus  giving  also  greater  influence  for  good  in  all  Federal 
and  legislative  matters.  In  general  we  deem  it  a  part  of  our  duty  to 
develop  a  bank  association  gjrstem  of  greater  economy  and  of  greater 
usefulness,  a  system  that  will  more  effectively  guard  the  passing  of 
laws  by  the  legislatures  in  the  various  states,  and  by  the  Congress  of 
the  United  States,  a  system  that  will  effectively  handle  all  protective 
questions  in  whatever  state  they  may  arise,  a  system  that  will  work 
like  one  great  coordinated  business,  when  results  will  be  for  the  good 
of  each  bank  without  duplication  of  effort  and  without  unnecessary 
loss  of  time  or  unreasonable  expenditure  of  money. 

Recognising  some  nine  years  ago  the  need  of  cooperation  between 
the  American  Bankers  Association  and  the  state  associations,  the 
Organization  of  State  Secretaries  was  embodied  as  a  section  of  the 
American  Bankers  Association.  We  believe  that  the  results  have 
been  most  beneficial  and  can  be  greatly  augmented  by  bringing  the 
presidents  of  the  state  association  into  direct  contact  with  the  ad- 
ministration of  the  American  Bankers  Association.  It  is,  therefore, 
the  sense  and  judgment  of  your  committee  that  the  next  step  in 
bringing  about  a  closer  coordination  of  the  work  and  efforts  of  the 
American  Bankers  Association  and  the  forty-nine  state  associations 
would  be  l^  enlarging  the  Executive  Council  of  the  American  Bankers 
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Aasociation  by  adding  to  its  membership  the  president  of  eadi  state 
association  as  an  ex-officio  member  of  the  council;  and  this  committee 
unanimously  recommends  that  this  suggestion  be  embodied  in  an 
amendment  to  the  constitution  and  by-laws  of  the  American  Bankers 
Association,  to  be  presented  for  action  at  the  convention  in  1920. 

I  wish  to  add  what  I  was  directed  to  add  by  the  Committee,  vis.: 
That  it  is  their  opinion  that  where  such  an  amendment  is  proposed 
there  shall  be  coupled  with  it  a  provisicm  that  the  expense  of  having 
such  presidents  attend  the  Spring  meeting  of  the  Executive  Council 
should  not  be  a  burden  upon  the  American  Bankers  Association,  but 
should  be  borne  by  the  states  from  which  they  come. 

In  conclusion,  your  committee  respectfully  submits  its  report  and 
asks  that  it  be  accepted  and  the  committee  continued. 

Mr.  p.  M.  Law,  (Texas)  :  Mr.  Chairman,  I  believe  the  report 
of  Chairman  George  is  one  of  the  most  important  documents 
that  this  convention  will  listen  to.  There  were  a  great  many 
things  in  that  paper  that  we  will  all,  I  believe,  shortly  subscribe 
to,  but  I  believe  that  I  can  detect  some  things  that  are  open  to 
serious  question.  There  is  a  sentence,  which  perhaps  I  cannot 
quote  verbatim  in  that  report  that  reads  something  like  this, 
that  it  might  be  possible  to  arrange  an  ideal  condition  imder 
which  the  payment  of  one  set  of  dues  would  be  sufficient, 
and  entitle  a  member  bank  to  membership  in  the  state  asso- 
ciation, and  also  to  membership  in  the  American  Bankers 
Association.  Mr.  Chairman,  I  believe  that  it  is  in  order  to 
sound  a  note  of  warning  against  this.  I  believe  that  would 
be  a  most  daiogerous,  as  well  as  a  most  imwise  thing  to  do. 
I  believe  that  there  is  an  impression  that  is  more  or  less  pre- 
valent amoimg  the  delegates  to  this  convention,  that  some 
members  at  least  of  that  Committee  of  Seven  would  favor, 
openly,  a  merger  between  the  American  Bankers  Association 
and  the  various  state  associations.  I  want  to  say  to  you,  as 
a  member  from  the  state  of  Texas,  that  would  be  a  most 
unpopular  proposition  in  my  state. 

Another  recommendation  in  that  document  was  to  the  effect 
that  the  various  presidents  of  the  state  associations  be  made 
ex-officio  members  of  the  Executive  Coimcil.  I  have  the 
honor  to  be  president  of  the  Texas  Bankers  Association. 
Every  banker  in  this  country  believes  that  membership  in  the 
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Executive  Council  of  the  American  Bankers  Associaticm  is 
an  honor  to  be  coveted,  but  I  believe  that  that  would  be  a 
mistake.  I  believe  the  Executive  Council  is  already  too 
large,  if  anything.  They  tell  me  anyway  that  most  of  the 
men  on  that  Executive  Council  do  not  have  very  much  to 
say  about  what  goes  on;  that  the  affairs  are  handled  not 
perhaps  in  just  as  popular  and  in  as  democratic  a  way  as 
some  of  us  would  lUce  to  know  that  they  are  handled.  We 
would  like  to  see  the  American  Bankers  Association  a  demo- 
cratic organization.  I,  for  one,  and  my  colleagues  from 
Texas,  feel  a  great  appreciation  and  an  affection  for  the 
American  Bankers  Association,  but  I  want  to  say  to  you,  sir, 
if  the  continuance  of  this  committee  can  be  taken  to  mean 
directly  or  indirectly  that  we  are  in  favor  of  a  merger  be- 
tween the  American  Bankers  Association  and  the  state  asso- 
ciations, I  am  not  in  favor  of  continuing  the  committee.  I 
would  be  in  favor  of  receiving  the  report  and  filing  it  and 
discontinuing  the  committee. 

I  believe  in  cooperation  between  the  American  Bankers 
Association  and  the  various  state  associations.  I  believe  in 
coordination;  I  believe  in  elimination  of  any  unnecessary  ef- 
fort and  work;  I  believe  in  economical  administration;  I  be- 
lieve a  medium  exists  by  which  all  of  those  things  can  be 
easily  accomplished.  I  refer  to  the  organization  known  as  the 
State  Secretaries  Association.  The  State  Secretaries  Associa- 
tion has  the  secretary  of  each  one  of  these  forty-nine  state 
associations  sitting  aroimd  the  table.  I  had  the  pleasure  yes- 
terday of  attending  one  of  their  sessions,  and  I  believe 
through  that  medium  we  could  get  in  close  and  personal  and 
immediate  contact  with  the  various  state  associations.  I 
believe,  Mr.  Chairman,  if  the  impression  could  be  allowed  to 
get  out  that  we  are  beginning,  in  a  way,  to  take  over  some 
of  the  prerogatives  of  the  state  associations,  and  merge  them 
into  this  American  Bankers  Association,  that  instead  of 
popularizing  and  making  friends  for  ourselves  in  the  various 
states,  the  very  direct  opposite  would  be  in  evidence.  And 
so,  sir,  based  on  remarks  that  I  have  made  that  for  the  rea- 
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sons  therein  given — first,  that  we  already  have  close  and 
cordial  cooperation  and  coordination  between  the  various 
state  organizations  and  the  American  Bankers  Association 
and,  second,  because  an  organization  ahready  exists  through 
which  this  cooperation  and  coordination  can  be  operated  and 
made  even  closer,  namely  the  State  Secretaries  Section— 
I  make  a  motion,  Mr.  Chairman,  that  the  report  of  the  CJom- 
mittee  of  Seven  be  received  and  filed  and  that  the  conmiittee 
be  discharged. 

(The  motion  was  seconded.) 

Mr.  Phillips  (Illinois) :  I  agree  with  a  good  many  things 
the  gentleman  has  just  said;  I  do  not  believe  that  we  ought 
to  have  one  great  organization,  but  I  do  not  think  it  is  the 
piupose  of  the  committee  to  work  out  plans  now  or  any  other 
time  that  would  amalgamate  the  state  associations  with  the 
great  American  Bankers  Association.  There  may  be  some 
men  who  think  we  should  work  out  a  plan  of  that  kind  but 
I  don't  care  to  have  it  proposed.  So  far  as  the  presidents  of 
the  different  associations  are  concerned,  it  seems  to  me  that 
it  would  be  of  great  value  to  each  president  of  each  state  of 
the  Union  to  be  in  a  little  closer  touch,  if  possible,  with  the 
parent  association,  and  yet  be  of  great  value  to  the  state  that 
he  represents.  I  am  not  president  now;  I  belong  to  one  of 
the  "has-beens";  but  I  know  that  it  would  have  been  of  great 
value  to  me  at  that  time,  several  years  ago,  to  have  been 
in  closer  touch  with  this  organization,  and  I  would  like  to 
offer  as  a  substitute,  that  this  report  be  accepted  and  the 
committee  continued. 

(The  substitute  was  seconded.) 

Mb.  George:  Of  course,  the  chairman  of  a  committee  feels 
that  it  is  his  duty  to  defend  his  proposition,  and  in  this  in- 
stance I  think  it  is  more  than  his  duty.  If  there  be  a  class 
of  men  in  this  institution  who  are  perfectly  satisfied  with 
taking  $850,000  a  year  with  no  attempt  at  economy,  then  I 
do  not  think  they  are  thoroughly  loyal  no  matter  what  state 
they  happen  to  come  from,  to  the  duties  that  are  im- 
posed upon  the  men  that  are  on  the  Coimcil,  and  who  fill  the 
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<ffice8.  I  think  that  this  committee  has  endeavored  to  arrive 
at  facts  and  figures  which  they  did  not  see  fit  to  bore  you 
with  this  afternoon,  that  are  conclusive  proof  that  a  better 
scheme  of  organization  for  greater  coordination  and  co- 
operation can  be  easily  accomplished  so  far  as  an  actual  con- 
solidation is  concerned,  you  will  note  that  there  is  nothing  in 
that  report  that  authorises  or  justifies  the  statement  made 
by  the  gentleman  from  Texas.  The  facts  are  that  the  majority 
of  the  committee  are  not  in  favor  of  an  actual  consolidation, 
but  they  are  in  favor  of  some  plan  that  will  reduce  these  ex- 
penses. Already  this  Association  has  passed  an  amendment 
that  increases  the  dues.  Already  this  question  is  coming  up 
before  you  "How  will  you  operate  this  Association  with  its 
present  expense/'  and  the  same  thing  is  true  in  some  of  the 
state  associations. 

If  the  gentleman  from  Texas  had  studied  the  duplication 
of  effort  as  has  Mr.  Goebel  and  some  of  the  other  men  that 
composed  the  committee,  and  were  on  the  committee  last 
year,  I  don't  think  he  would  have  made  so  eloquent  and 
forceful  an  argument  against  the  continuance  of  this  investiga- 
tion; that's  all  it  is.  We  stand  as  a  sort  of  monitor  committee, 
a  committee  that  is  trying  to  find  out  how  things  can  be 
bettered,  how  greater  efficiency  can  be  accomplished.  Per- 
sonally, I  would  like  to  be  relieved  from  serving  upon  this 
committee,  but  I  am  strongly  and  enthusiastically  in  favor 
of  a  committee  that  will  go  on  with  this  investigation.  Take 
the  statistics  and  see  what  percentage  of  the  men  that  support 
this  organization  ever  come  to  the  meetings.  Take  it  by 
years,  if  you  will,  and  I  will  show  you  that  it  is  like  the 
clubs  of  the  country,  the  fellow  that  supports  the  club  doesn't 
attend  very  much;  it  is  a  few  fellows  that  get  the  benefit. 
Now,  those  are  facts  and  one  of  these  days,  unless  you  make 
this  more  democratic  than  it  is  now,  some  people  won't  care 
to  pay  out  their  money,  especially  when  you  find  it  necessary, 
in  order  to  keep  up  this  great  organization,  to  increase  their 
dues. 

I  don't  care  to  push  the  ideas  of  the  committee  upon  this 
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organization.  I  believe  that  the  majority  of  men  here  are 
men  who,  in  then:  own  business  would  be  glad  to  adopt  any 
scheme  that  would  coordinate  the  activities  of  their  business 
and  developments.  The  idea  of  this  committee  is  to  develop 
the  Association,  to  make  it  broader  and  better, — not  narrower, 
— and  so,  gentlemen  I  believe  that  it  is  a  good  idea  to  con- 
tinue the  committee. 

Mb.  p.  W.  Goebel  (Kansas) :  I  took  part  in  the  delibera- 
tions of  this  committee.  It  is  a  tremendous  plan  to  undertake 
to  amalgamate  the  efforts  of  the  various  bankers,  associations, 
and  the  American  Bankers  Association.  The  report  states 
that  it  might  be  ideal,  to  have  a  membership  in  the  state 
association,  also  provide  a  membership  in  the  American  Bank- 
ers Association,  but  nobody  knows  better  than  the  members 
of  that  committee  that  it  is  not  practicable.  As  I  said  before, 
it  might  be  ideal,  and  in  twenty-five  years  from  now,  some- 
thing of  that  kind  may  be  brought  about  when  we  learn 
more  about  the  methods  of  cooperation. 

As  to  the  continuance  of  the  committee  I  have  no  more  to 
say,  only  I  hope  if  this  committee  is  continued^  that  there  will 
be  a  new  membership  selected  by  the  incoming  President. 

A  Membeb:  As  a  member  of  the  Executive  Council,  I  do 
not  like  to  have  the  member  from  Texas  give  this  convention 
the  wrong  impression  regarding  the  activities  of  the  OoxmciL 
I  am  serving  my  second  term  on  the  Council,  and  I  want 
to  say  to  you  frankly  that  every  member  has  been  given 
freedom  of  speech  and  freedom  of  action  in  all  matters,  and 
I  have  not  yet  discovered  any  one  that  controls  the  freed<Hn 
of  the  Council. 

PsEsmENT  Maddox:  The  question  has  been  called.  I 
think  that  under  the  rules  the  motion  of  Mr.  Phillips  would  be 
out  of  order  as  the  original  motion  was  to  discontinue  the 
committee.  But  as  we  are  not  holding  strictly  to  parlia- 
mentary practice,  we  will  vote  on  the  substitute  of  Mr.  Phillips 
that  the  report  be  received  and  the  committee  continued. 
The  General  Coimsel  informs  me  that  that  means  that  the 
same  committee  is  continued. 
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General  Counsel  Paton:  Mr.  President,  my  interpreta- 
tion is  that  when  a  committee  is  continued,  the  same  member- 
ship is  continued  with  it  imless  the  convention  authorizes  a 
change  in  the  personnel.  If  you  continue  the  committee  and 
say  nothing  about  the  membership,  then  the  membership  of 
the  old  committee  is  continued. 

Mr.  Law:  If  the  convention  decides  to  continue  that  com- 
mittee, and  I  hope  that  they  will  not  so  decide,  of  course, 
there  will  be  no  objection  to  continuing  the  personnel  of  the 
committee  because  I  believe  you  could  not  get  a  better.  I 
did  not  intend  to  intimate  that  there  was  an3rthing  wrong 
with  the  Executive  Coimcil,  but  I  stand  here  to  say,  as  a 
friend  of  the  American  Bankers  Association  and  with  its 
interest  at  heart,  that  in  my  humble  judgment  and  the  judg- 
ment of  scores  of  members,  this  American  Bankers  Association 
needs  to  be  more  democratic  in  its  administration.  There  are 
only  about  fifty  here  of  our  members,  but  when  it  gets  to 
be  more  democratic,  out  of  twenty  thousand  members  I  think 
we  may  have  ten  times  fifty  in  attendance  at  your  sessions. 

PREsmENT  Maddox:  The  Chair  feels  called  upon  to  answer 
the  gentleman.  All  conventions  are  controlled  by  the  action 
of  the  membership,  so  in  the  American  Bankers  Association 
every  delegate  has  the  right  to  vote.  You  gentlemen  meet 
in  these  annual  sessions  and  have  a  perfect  right  to  bring  into 
discussion  any  suggestion  for  improvement  of  the  manage- 
ment of  the  Association.  Its  officers  are  merely  your  servants 
and  if  at  any  time  the  delegates  wish  to  change  the  system 
it  is  entirely  in  their  power.  If  the  conventions  are  held 
yearly  and  no  change  is  recommended,  naturally  there  are 
no  changes  made.  So  I  would  suggest  that  if  any  gentlemen 
have  in  mind  any  changes,  we  would  be  glad  to  have  them 
bring  in  resolutions  looking  to  the  betterment  of  the  Associa- 
tion. 

Mr.  Law:  That  leads  me  to  believe  that  some  will  soon 
be  presented* 

(The  substitute  motion  of  Mr.  Phillips  was  then  put  to  a 
vote  and  carried.) 
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Pbesident  Maddox:  We  will  now  have,  under  the  head  of 
ccnnmittees  and  committee  membership,  the  report  of  Mr. 
Hawes. 

Mb.  Hawes:  I  move  that  the  following  committees  be 
continued  by  reappointment  by  the  President: 

A  Special  Committee  of  Five,  a  Committee  of  Cooperation 
with  iiie  United  States  Section  of  the  International  High  Com- 
mission, the  American  Trade  Acceptance  Coimcil,  Committee 
on  Cooperation  with  the  United  States  Chamber  of  Cmn- 
merce  Regarding  Foreign  Exchange,  a  Committee  of  Com- 
merce and  Marine,  a  Committee  on  Acceptances. 

(Motion  adopted.) 

PBEsmENT  Maddox:  The  next  will  be  the  report  of  the 
Agricultural  Commission,  Mr.  Joseph  Hirsch,  Chairman.  You 
remember  Mr.  Hirsch  lives  at  Corpus  Christi  which  has  suf- 
fered so  much  by  the  recent  storm  and  was  unable  to  be 
present;  but  one  of  the  members  of  the  committee,  Mr.  Shep- 
herd is  here  and  will  read  his  report. 

Mb.  Shephebd:  Mr.  President  and  Gentlemen:  Out  of 
consideration  for  you  and  in  deference  to  the  distinguished 
speaker  who  is  about  to  address  you,  I  am  going  to  ask  that 
you  permit  this  report  to  be  filed  at  tJiis  time  without  reading. 

Allow  me,  on  behalf  of  the  Agricultural  Commission,  to 
express  to  the  members  of  the  American  Bankers  Association 
and  to  many  banks  and  bankers  in  this  country  that  are  not 
but  ought  to  be  members  of  the  Association,  the  appreciation 
of  this  commission  for  the  fine  spirit  of  cooperation  which  you 
have  at  all  times  given  us  in  this  work,  which  we  believe  to  be 
one  of  the  most  important  activities  of  the  American  Bankers 
Association. 

Mr.  Hirsch — ^the  indomitable,  capable  Joe  Hirsch — ^unfortu- 
nately oould  not  be  here  because  of  a  tidal  wave  which 
destroyed  in  some  considerable  measure  the  city  which  has  the 
honor  of  calling  him  its  citizen.  On  behalf  of  the  other  mem- 
bers of  the  commission  and  in  acknowledgment  of  the  services 
of  Joe  Hirsch  I  want  to  say  that  the  work  of  the  commission 
in  the  last  three  years  has  been  in  no  small  part  successful  by 
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reason  of  his  excellent  and  enthusiastic  leadership.  In  1911 
in  Minneapolis,  when  Joseph  Chapman  opened  the  first  meet- 
ing, a  joint  conference  of  the  chairmen  of  Agricultural  Com- 
mittees of  twenty-three  state  bankers'  associations,  he  an- 
nounced what  has  since  that  time  been  in  considerable  meas- 
ure the  creed  of  this  commission.  In  order  that  there  may  be 
no  misunderstanding  of  the  purpose  of  this  commission  I 
want  to  repeat  in  my  own  words  the  substance  of  Mr.  Chap- 
man's remarks:  'The  men  here  must  imderstand  and  the 
people  must  imderstand  that  these  committees  of  state 
bankers'  associations  do  not  hold  out  any  panacea  for  the 
agricultural  ills  of  this  country,  that  they  are  not  offering 
to  the  people  and  the  farmers  anything  new  and  untried,  but 
we  believe  there  is  already  stored  up  in  the  schools,  in  the 
nniyersities,  in  the  agricultural  colleges,  and  in  the  Depart- 
ment of  Agricultiu'e  at  Washington,  information  that  should 
be  disseminated  among  the  people  who  need  it.  We  must  im- 
proTe  agricultural  conditions  in  this  country  and  make  the 
liTes  of  the  farmers  happier,  more  prosperous,  more  attractive 
and  keep  the  girls  and  boys  out  on  the  farm.  This  meeting 
has  for  its  purpose  that  particular  fimction,  to  enlist  the  co- 
operation of  the  bankers  of  America  with  the  schools,  the 
agricultural  colleges,  universities  and  the  Government."  That 
has  been,  and  is,  the  purpose  of  the  Agricultural  Commission 
of  the  American  Bankers  Association. 

Some  men  have  thought  that  The  Banker-Farmer  was 
designed  to  teach  the  banker  how  to  bank,  others  have 
thought  it  was  designed  to  teach  the  farmer  how  to  farm,  but 
it  was  designed  for  neither  of  those  purposes.  It  has  had  and 
now  has  for  its  whole  purpose  the  taking  of  the  best  there  is 
of  banker-farmer  activities  in  one  community  and  dissemi- 
nating that  information  for  the  benefit  of  the  bankers  and 
the  farmers  in  other  communities.  That  is  the  purpose  of 
The  Banker-Farmer. 
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REPORT  OF  THE  AGRICULTURAL  COMMISSION 
Joseph  Hibsch,  Chairman 

In  September,  1918,  the  report  of  the  Agricultural  Commission  to  the 
annual  convention  of  the  American  Bankers  Association,  dosed  with 
these  words: 

"Agriculture— War— And  After." 

While  the  first  necessity  is  a  maximum  production  for  I9I9,  as  a 
war  measure,  the  commission  at  the  same  time  believes  that  every 
effort  should  be  made  to  develop  a  permanent  constructive  agricultural 
program  that  will  take  into  account  the  problems  of  after  the  war. 
The  nation,  which  today  is  for  the  first  time  taking  a  genuine  interest 
in  the  soil,  must  not  be  forgetful  when  the  present  crisis  ends. 

That  agricultture  may  be  placed  on  a  permanent,  prosperous,  con- 
tented basis  is  a  necessity  for  the  well-being  of  the  Republic  and  this 
will  call  for  the  best  thought  and  cooperation  of  our  leaders. 

''No  class  aside  from  the  farmer  himself  can  be  as  influential  and 
as  helpful  in  placing  agricultiu^  and  countiy  life  on  the  proper  footing 
Hfi  the  banker." 

This  is  again  submitted  as  significant  that  the  Commiasion  whose 
efforts  for  two  years  has  been  concentrated  on  a  maximum  production 
that  would  supply  the  food  that  was  needed  to  sustain  the  nation  and 
its  Allies,  was  looking  ahead  to  the  conclusion  of  the  emergency,  when 
not  only  the  problem  of  production,  but  others  of  equal  importance, 
were  to  be  attfiu^ed  by  the  bankers  of  the  countiy. 

Closeb  Rblations  With  U.  S.  Depabtmbnt  or  Agbicdltdbe 

Closer  relations  with  the  U.  S.  Department  of  Agriculture  had  been 
foreshadowed  by  a  meeting  at  the  convention  at  Chicago  called  by 
the  Commission.  The  Department  had  dispatched  to  this  meeting  its 
Assistant  Secretary,  Clarence  Ousley,  who  repeated  the  assurance  that 
the  activity  of  the  American  banker  for  agriculture  and  country  life 
was  more  than  welcomed  by  the  Department.  The  sentiment  of  the 
Department  was  crystallized  by  Secretary  Ousley  when  he  said: 

"I  cannot  say  too  much  to  impress  the  fact  that  the  banker  who 
enters  actively  into  the  concerns  of  agriculture  in  his  region  can  wield 
a  greater  influence  than  any  other  single  man." 

In  his  annual  report  for  1918  Secretary  Hoiiston  had  said: 

"For  some  time  it  has  been  part  of  the  plans  of  this  department  to 
enlist  the  more  complete  cooperation  of  bankers  and  other  business 
men  and  of  their  associations  in  the  effort  to  make  agriculture  more 
profitable  and  rural  communities  more  healthftd  and  attractive.  Recent 
events  have  lent  emphasis  to  the  appeals  and  very  marked  response 
has  been  made  in  every  part  of  the  Union." 
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CONFEBENGI  18  PLANNED 

That  the  leaders  of  the  United  States  Department  of  Agriculture 
and  the  bankers  might  meet  to  hear  how  cooperation  might  advance 
the  common  cause,  the  Chairman  of  the  Commission  announced  to  the 
convention  that  a  conference  of  the  two  organizations  was  in  prospect. 

Upon  the  signing  of  the  armistice  it  was  clear  to  every  student  of 
agricultural  conditions  that  the  nation  could  never  again  permit  its 
interest  in  agriculture  to  lapse.  That  the  bankers'  activities  in  sup- 
porting the  farmer  had  resulted  in  his  achievements  in  production 
during  the  war,  was  conceded.  This  was  not  alone  the  view  of  the 
bankers  but  it  was  that  of  such  men  as  Secretary  Ousley  who  said 
in  the  December  Banker-Farmer,  "There  is  need  for  maintaining  the 
organization  which  we  have  started  in  war-time  in  order  to  make  it 
a  permanent  asset  of  rural  development  and  national  welfare.  There- 
fore, there  is  all  the  more  need  of  the  continuance  of  the  fine  effort 
which  The  Banker-Farmer  represents." 

Previous  to  the  war,  of  course,  and  even  during  the  crisis  the  Com- 
mission had  constantly  urged  attention  to  the  problems,  such  as  rural 
education,  farm  tenancy  and  marketing,  which  must  be  solved  if 
agriculture  is  to  become  safe,  permanent,  profitable  and  contented. 
That  there  was  need  of  the  projected  conference  with  the  Department 
at  Washingtcm,  even  though  the  war  had  ended,  was  certain.  Accord- 
ingly the  Commission  went  ahead  with  its  plans  and  on  February  28 
and  27  the  conference  was  held. 

Representatives  of  thirty-seven  state  associations  and  every  member 
of  the  Commission  except  one  gathered  at  Washington.  The  confer- 
ence was  addressed  by  such  men  as  Secretary  of  Agriculture  Houston, 
Aasiotant  Secretaries  Ousley  and  Christie,  Bradford  Knapp,  in  charge 
of  extension  work  in  the  south,  C.  B.  Smith,  in  charge  of  extension 
work  in  the  north  and  west,  J.  R.  Mohler,  Chief  of  the  Bureau  of 
Animal  Husbandry,  C.  H.  Brand,  Chief  of  the  Bureau  of  Markets,  C. 
W.  Thompson  of  the  Bureau  of  Markets,  Dr.  P.  P.  Claxton,  U.  S. 
Commissioner  of  Education  and  Judge  C.  E.  Lobdell  of  the  Federal 
Farm  Loan  Board,  and  there  were  also  informal  remarks  by  the  dele- 
gates. 

Declabation  or  Confebencb 

Out  of  the  conference  came  the  following  declaration: 
"The  unique  opportunity  of  the  bankers  of  the  United  States  to 
be  a  power  for  the  development  of  a  permanent,  prosperous  and  safe 
agriculture  and  a  contented  country  life  is  conceded  by  the  U.  S.  De- 
partment of  Agriculture  and  the  state  colleges  of  agriculture. 

"Much  has  already  been  accomplished  by  the  bankers  in  the  realiza- 
tiask  of  this  opportunity  and  responsibility,  so  important  to  the  entire 
nation.    But  the  surface  has  only  been  scratched.    By  loyal  coopera- 
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tion  and  intelligent  leaderehip  the  bankers  of  the  United  States  can 
be  welded  into  a  force  that  will  be  one  of  the  greatest  factors  in  the 
solution  of  the  problems  of  agriculture  and  country  life  that  must  be 
solved  if  the  national  welfare  is  to  be  preserved. 

Bankbbs  Btatb  Combcittsbs 

''This  conference  of  representatives  of  thirty-«even  bankers'  state  asso- 
ciations urges  upon  eveiy  bankers'  state  association  the  importance  of 
active  committees  on  agriculture  and  education. 

'Thoee  states  which  have  been  active  should  continue  and  strengthen 
their  efforts,  and  those  having  no  committee  on  agriculture  and  educa- 
tion, or  whose  committees  are  dormant,  should  set  about  immediately 
to  establish  active  and  aggressive  committees. 

''To  the  Agricultural  Commission  of  the  American  Bankers  Associa- 
tion is  suggested  the  advisability  of  formulating  and  submitting  to 
these  associations  plans  for  the  organisation  and  operation  of  these 
committees. 

"This  conference  calls  upon  the  bankers'  associations  to  make  possible 
constructive  work  by  these  committees  by  providing  them  with  suffi- 
cient financial  support. 

RuBAL  Education 

"Agriculture  will  never  become  permanently  prosperous  and  country 
life  oontented  until  the  nation  and  states  by  financial  appropriaton 
make  sure  that  the  children  of  the  country  receive  the  education  that 
is  their  right.  Farm  tenancy  and  other  evils  inevitably  follow  the 
lack  of  educational  advantages  in  the  open  country.  The  childrCTi 
of  the  country  should  receive  education  equal  to  that  received  by  the 
children  of  the  city,  with  the  addition  that  it  shotdd  be  an  inspiration 
and  preparation  for  farm  life. 

"lliat  a  majority  of  the  one-room  school  houses  in  the  United  States 
in  which  most  of  the  children  of  the  farm  receive  all  of  their  educa- 
tion can  be  consolidated;  and  the  improvement  of  rural  schools  which 
are  not  susceptible  to  consolidation  and  better  training  and  better 
salaries  for  nu*al  teachers. 

"This  wiU  undoubtedly  involve  supplementary  state  legislation  and 
we  call  upon  the  committee  on  agriculture  and  education  of  the  various 
bankers'  state  associations  to  urge  their  states  to  take  immediate  ad- 
vantage of  any  Federal  appropriations  which  may  be  made  and  other- 
wise to  cooperate  to  improve  conditions  in  rural  education. 

Thb  Fabm  Hots  and  Qiblb 

"This  conference  bespeaks  for  the  boys  and  girls  of  the  open  country 
the  continued  and  increased  interest  of  the  banker,  as  manifested  in 
numerous  dub  activities  in  the  past. 
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'^Nothing  should  be  left  undone  to  make  the  fann  profitable  and 
likable  for  the  generation  that  is  to  occupy  it.  It  is  suggested  that 
some  of  the  drift  to  the  city  can  be  averted  by  a  recognition  of  the 
farm  boy  that  involves  making  him  a  partner  of  his  father.  The  good 
offices  of  the  banker  can  be  factors  in  bringing  this  about. 

Fabm  Tenancy 

"Farm  tenancy  is  a  constantly  increasing  menace  to  a  permanent 
prosperous  and  safe  agriculture  and  a  contented  coimtry  life.  It  has 
resulted  in  a  loss  of  the  priceless  fertility  of  the  soil— Uie  creation  of 
an  unsettled  farm  poptdation — ^illiteracy — ^an  inefficient  country  school 
system — a  drift  from  farm  to  city — and  unprofitable  methods  of  agri- 
culture. 

''Means  must  be  found  by  which  the  industrious  young  farmer  of 
character  and  skill  in  agricidture,  even  though  of  limited  financial 
resources,  can  look  forward  to  becoming  a  farm  owner. 

"This  conference  recommends  that  committees  on  agricidture  of  the 
bankers'  state  associations  give  serious  attention  to  methods  of  correct- 
ing this  dangerous  condition. 

"To  the  committees  is  suggested  the  advisability  of  selecting  a  banker 
leader  in  each  county  to  bring  together  farm  owners  and  tenants  to 
devise  means  for  the  purchase  of  farms,  utilising  governmental  and 
private  agencies. 

"These  committees  shotdd  also  inspire  better  systems  of  leasing  that 
will  provide  protection  for  the  fertility  of  the  soil,  longer  tenures  and 
provisions  for  the  maintenance  of  live  stock. 

AGsicni;ruRAL  Lbadebshif 

"This  conference  commends  the  work  of  the  U.  S.  Department  of 
Agriculture  and  the  state  colleges  of  agricultiu^.  Bankers  may  well 
uige  upon  the  public  wider  cooperation  with  these  agencies  and  a 
more  extended  use  of  the  great  help  to  agriculture  and  country  life 
which  they  are  ready  to  supply. 

"To  the  bankers'  state  association  committees  is  suggested  the  impor- 
tance of  making  sure  that  the  state  colleges  of  agrictdture  receive  from 
the  various  state  legislatures  requisite  financial  support. 

CoTJNTT  Agents 

"The  county  agricultural  agent  has  proved  a  wonderfid  force  in  the 
extension  of  agricultural  knowledge.  The  extension  of  the  county 
agent  system  shotdd  be  continued  until,  as  provided  by  the  Smith- 
Lever  law,  there  is  an  agent  in  every  agricultural  county  in  the  nation. 
The  county   farm  bureaus  now  existing  shotdd  be  strengthened  in 
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every  possible  maimer  and  the  bankers  of  the  United  States  are  urged 
to  cooperate  to  widen  their  influence. 

"Where  emergency  coimty  agents  have  been  established  as  war 
measures,  every  effort  should  be  made  to  continue  the  system  perma- 
nently, that  the  nation  may  be  supplied  with  agricultural  agents  even 
more  rapidly  than  contemplated  by  the  Smith-Lever  law.  To  Congress 
is  suggested  the  importance  of  making  this  possible  by  continuing 
appropriations  for  these  temporary  agents. 

"This  conference  also  urges  the  extension  of  the  s}rstem  of  home 
dem(Histration  agents  for  women  that  nothing  may  be  left  undone 
that  wiU  make  tiie  lot  of  the  farm  woman  happier  and  healthier. 
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"No  problem  is  more  pressing  than  that  of  the  marketing  and  dis- 
tribution of  farm  products.  The  influence  and  energies  of  the  bankers 
of  the  United  States  should  be  placed  behind  all  movements  which 
tend  to  improve  and  stabilise  these  processes.  In  this  connection  we 
believe : 

"First: — The  OTganisation  of  farm  marketing  associations  should  be 
encouraged. 

"Second: — ^The  adoption  of  uniform  warehouse  receipts  should  be 
urged. 

'*Third: — We  favor  laws  authorizing  the  Secretary  of  Agriculture  to 
still  further  prescribe  grades  and  standards  for  farm  products  and  to 
provide  for  the  inspection  of  same. 

"Fourth: — We  commend  the  work  of  the  Bureau  of  Markets  of 
the  United  States  Department  of  Agriculture  in  furnishing  a  market 
news  service  and  urge  its  further  extension. 

Good  Roads 

"It  is  very  gratifying  to  note  the  apparently  rapid  growth  of  sentiment 
and  action  favorable  to  the  establishment  of  good  roads  and  highways 
throughout  the  country.  This  matter  is  vitally  connected  with  the 
betterment  of  agricultural  conditions. 

"It  is  inseparably  connected  with  the  problems  of  improved  rural 
school  conditions.  It  is  a  valuable  factor  in  securing  profit,  con- 
venience and  economy  of  time  and  effort  in  farming  operations  and 
in  modernizing  farm  life.  We,  therefore,  urge  on  states,  counties  and 
committees  to  continue  the  work  of  the  building  of  good  roads  ex- 
tensively, providing  funds  for  this  purpose  by  loan  issues  and  other 
methods  and  meeting  the  conditions  necessary  to  share  in  Federal 
funds  which  are  and  shall  be  available  for  this  work. 
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''Thb  Bankbr-Fabmer" 

"In  order  that  the  widest  possible  publicity  may  be  given  to  the 
projects  adyocated  by  this  Conference  of  Bankers  Agricultural  Com- 
mittees we  recommend  that  every  bankers'  association  cooperate  with 
the  American  Bankers  Association  in  distributing  the  official  magasine 
of  the  Agricultural  Commission,  The  Banker-Farmer,  to  its  members. 
It  is  the  Commission's  principal  means  of  disseminating  information 
and  inspiration. 

"J.  R.  Wheeueb,  Columbus,  Wis.,  Chairman. 

"H.  M.  CoTTBELL,  Little  Rock,  Ark. 

"J.  L.  DuMAS^  Dajrton,  Wash. 

"M.  A.  Qbaettinger,  Chicago,  111. 

"W.  C.  Gordon,  Marshall,  Mo. 

"D.  8.  Kiioes,  Tyrone,  Pa. 

**R.  H.  ScHRTVKB,  Columbus,  Ohio." 

It  has  been  widely  published  and  has  been  conmiended  by  influential 
journals  of  agriculture. 

Pboqram  To  Comb  Out 

This,  then,  is  the  program  which  is  suggested  to  the  bankers  of  the 
United  States.  That  it  may  be  carried  out  demands  aggressive  organ- 
isation by  bankers'  state  associations.  This  is  what  the  Commission 
is  seeking  to  stimulate,  at  the  same  time  stressing  especial  problems 
of  national  compass,  such  as  farm  tenancy,  rural  education  and  market- 
ing and  distribution. 

The  conference  at  Washington  has  stimulated  state  associations, 
hitherto  inactive,  and  has  revived  others.  The  Commission  looks  for- 
ward to  the  time  when  every  association  will  have  an  aggressive  organ- 
isation for  agriculture,  sufficiently  financed  and  reaching  out  to  every 
county  in  the  state. 

That  more  banks  than  ever  before  are  engaged  in  some  form  of 
banker-farmer  activity  is  evidenced  by  reports  which  come  from  every 
state.  More  than  ever  before  the  extension  divisions  of  the  state 
colleges  of  agriculture  are  mapping  out  their  programs  with  a  view  to 
enlisting  the  support  of  the  bankers  of  the  state. 

Thb  Bankbr-Fabmbb 

To  inspire  the  bankers  of  the  country  to  carry  out  the  program  of  the 
Washington  conference  the  Commission  knows  of  no  agency  at  its 
command  which  can  perform  this  mission  as  economically  and  effi- 
ciently as  the  publication  monthly  of  The  Banker-Farmer,  by  which, 
through  cooperation  with  state  associations,  it  is  reaching  nearly 
15,000  banks  every  month. 
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It  has  been  possible  to  present  to  these  bankers  the  conclugions  of 
the  foremost  leaders  of  agricultural  thought.  At  the  same  time  fre- 
quent stories  of  banker-farmer  activities  are  told  that  other  activities 
may  be  inspired.  Letters  from  many  banks  explain  that  they  have 
thus  been  led  to  enter  upon  banker-farmer  work. 

By  virtue  of  having  an  agency  at  hand,  the  Commission  was  able 
to  tell  the  story  of  the  conference  at  Washington  in  a  special  edition 
and  place  it  in  more  than  30,000  banks,  at  a  minimum  cost. 

In  the  12  months  of  the  current  fiscal  year  of  the  American  Bankers 
Association,  292,690  copies  of  The  Banker-Farmer  have  been  published. 
Of  these  177,063  have  been  received  by  bankers  and  the  remainder 
have  gone  to  farmers,  farm  editors,  and  others. 

The  Commission  finds  its  publication  most  valuable  in  stressing  the 
importance  of  consideration  of  farm  tenancy,  rural  education  and  mar- 
keting and  distribution.  Therefore,  it  hopes  to  increase  its  circulation 
through  state  associations  and  suggests  to  members  of  the  Executive 
Council  their  assistance  in  this  matter. 

The  Commission  believes  that  cooperation  with  the  farmer  by  the 
banker  will  prove  to  be  one  of  the  greatest  agencies  in  preventing 
social  unrest.  It  has  been  predicted  that  the  agricultural  population 
of  the  United  States  in  the  final  analysis  will  prove  a  sheet  anchor 
of  safety  for  the  nation.  But  agriculture  must  be  made  permanent, 
safe,  profitable  and  rural  life  must  be  made  contented.  There  must  be 
more  actual  owners  on  the  land.  The  opportunity  of  the  American 
banker  to  contribute  much  to  the  carrying  out  of  these  ideals  is  clear. 

The  Commission  takes  this  opportimity  of  expressing  its  apprecia- 
tion for  the  increasing  support  of  thousands  of  American  bankers  ^o, 
with  a  desire  for  a  better  and  more  profitable  agricultiure,  are  giving 
of  their  time,  effort  and  money  in  the  belief  that  "he  profits  most  who 
serves  best." 

President  Maddox:  Gentlemen,  the  next  speaker  and  the 
last  on  our  program  of  distinguished  speakers  who  have 
favored  us  during  this  convention,  is  one  whom  I  know  you 
will  enjoy  hearing  very  much.  It  seems  to  be  the  consensus 
of  opinion  that  our  future  is  going  to  depend  largely  here- 
after upon  the  education  of  the  people,  not  only  the  young 
people  but  the  older  people  who  are  learning  new  lessons  every 
day.  This  gentleman  has  given  this  subject  a  great  deal  of 
thought.  He  is  a  captain  of  educational  industry.  He  real- 
izes in  the  readjustment  of  the  world,  education  must  come  up 
with  the  progression  of  the  day.     I  take  great  pleasure  in 


Digiti 


zed  by  Google 


AMERICAN  BANKERS  ASSOCIATION  185 

introducing  Dr.  Claxton,  Commissioner  of  Education  of  the 
United  States,  of  Washington,  D.  C.     (Applause.) 

EDUCATION  TO  MEET  THE  CHANGED  SOCIAL  AND 
ECONOMIC  CONDITIONS  IN  THE  UNITED  STATES 

Dr.  p.  p.  Claxton 

I  ahaU  speak  to  you  about  some  of  the  things  which  are  neces- 
sary for  us  as  citixens  to  consider  in  the  readjustment,  reconstruction, 
if  you  hke  to  call  it,  of  education  to  meet  the  new  times  which  will 
come,  because  of  the  new  era  upon  which  we  are  entering. 

We  speak  ghbly  of  reconstruction  in  many  departments  of  life.  There 
will  be  reconstruction,  but  hardly  in  education,  because  from  the 
very  natiu^  of  the  thing  itself,  education  is  conservative.  It  is  its 
business  to  gather  together  the  best  of  the  experiences  of  the  human 
race  from  all  countries  and  of  all  ages,  and  insofar  as  it  may  be  done 
to  make  it  common  possession  of  all.  More  than  that  education 
wiU  remain  practically  the  same.  Children  will  be  bom  and  reared 
about  the  same  way;  their  physical  developments  and  mental  develop- 
ments and  the  development  of  their  moral  habits  and  the  establish- 
ment and  the  forming  of  their  ideals  will  come  about  in  the  same 
way.  The  heavens  above  them  and  the  earth  on  which  they  are  will 
be  as  they  were  with  very  little  change.  Nor  will  the  laws  of  natural 
science  be  changed.  It  will,  however,  be  necessary  to  make  readjust- 
ments. 

But  education  is  always  a  matter  of  great  importance,  and  though 
you  could  have  a  perfect  school  system  today  in  the  city  of  St.  Louis 
or  the  State  of  Missouri,  or  throughout  the  United  States,  perfectly  and 
fully  adapted  to  our  present  means  and  conditions,  that  school  system 
would  be  out  of  date  and  need  somewhat  of  readjustment  tomorrow, 
because  this  is  the  twentieth  century  and  the  United  States  and  its 
cities  and  not  the  middle  ages  and  China.  The  world  has  just  paid  a 
great  price  for  something,  and  it  is  going  through  the  greatest  up- 
heaval in  all  its  history.  I  doubt  even  if  bankers  are  fully  aware  of 
the  price  we  have  paid  and  are  paying.  I  read  the  other  day  that 
nine  millions  of  men  had  been  killed  in  battle,  or  were  dying  of 
wounds  and  diseases,  because  of  their  connection  with  the  war.  And 
the  expense  is  not  over  yet.  It  has  cost  us  a  million  dollars  a  day  or 
more.  You  know  more  clearly  what  it  is  and  it  is  costing  the  world. 
Empires  crumbled,  boundaries  were  wiped  out,  the  established  fimc- 
tions  were  discredited  and  discarded,  the  great  upheaval  of  the  world 
has  come  and  it  is  not  soon  to  be  settled.  Those  who  have  studied 
the  history  of  such  things  do  not  expect  it  to  be  settled  in  this  year 
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or  next  year,  or  the  next  decade,  or  the  decade  after  that,  or  in  the  next 
hundred  years. 

When  we  pay  a  price  like  that  we  should  get  something  of  a  result. 
The  changing  of  a  boundary  line  and  pa3ring  of  tribute  to  one  nation 
rather  than  another,  the  going  about  of  a  Kaiser  from  one  place  to 
another,  is  not  sufficient  pay.  Certainly  the  glory  of  victory  sinks 
into  insignificance  when  the  world  pays  a  price  of  that  kind. 

We  are  a  young  nation,  but  one  of  the  oldest  governments  in  its 
present  form  in  all  the  world.  Only  about  a  century  and  a  half— 4iardly 
so  much,  yet — ^has  elapsed  since  we  declared  and  finally  established 
our  independence.  We  were  a  small  people  with  only  about  three 
million  of  us  fringed  along  the  Atlantic  seaboard,  but  we  have  in- 
creased and  we  have  pushed  our  way  across  the  mountains,  turned  our 
faces  inland  from  the  sea  with  great  tasks  before  us  to  conquer, 
and  we  have  worked  them  out  as  no  people  have  ever  worked  in  the 
past  before  in  all  of  its  history.  And  in  these  150  years  and  less  we 
have  largely  performed  that  task.  We  have  broken  the  prairies,  tim- 
neled  the  mountains,  bridged  the  streams,  harnessed  our  water-power, 
we  have  exploited  our  mines,  we  have  built  our  cities.  We  have 
worked  out  a  high  ideal,  a  much  higher  one  than  has  obtained  in 
other  countries,  that  it  is  disreputable  for  men  to  eat  their  bread  in 
the  sweat  of  another  man's  face,  to  lay  the  lash  on  the  back  of  un- 
requited labor.  We  have  gotten  the  other  ideal  and  we  have  worked  it 
out  and  incidentally  we  have  accumulated  wealth  as  no  other  people 
in  the  world  ever  accumulated  it. 

We  were  told  in  1914  that  we,  who  were  but  one-seventeenth  of 
the  world,  owned  more  than  one-third  of  all  of  the  wealth  of  the 
world;  the  proportion  is  still  greater  now.  And  in  some  of  the  utili- 
ties of  life,  transportation,  for  instance,  we  were  told  the  other  day 
that  the  United  States  has  92%  of  all  the  automobiles  in  the  world. 
When  the  war  began  we  were  a  debtor  nation;  we  were  the  greatest 
agricultural  nation,  the  greatest  industrial  nation,  in  the  world.  We 
manufactured  more  goods,  the  output  of  our  factories  was  twice  as 
great  as  that  of  any  other  nation  and  nearly  as  large  as  that  of  any 
three  nations.  But  we  are  no  longer  a  debtor  nation,  we  hold  the 
statements  of  indebtedness  probably  to  the  extent  of  fifteen  billions 
or  more  odd  dollars  of  other  countries.  I  said  we  were  a  great  agri- 
cultural and  industrial  nation,  but  judging  from  the  way  we  boogfaft 
and  sold  at  otu*  ports  it  wotdd  appear  that  we  were  not  an  exporting 
nation,  but  it  is  very  evident  that  in  the  immediate  future  we  shall 
be  sending  the  products  of  our  fields  and  mines  to  all  parts  of  the 
world  under  the  American  flag  and  in  American  ships,  directed  by 
American  merchants  and  financed  by  our  international,  mercantile 
banks.    (Applause.) 

It  is  the  change  in  the  life  of  the  people;  more  than  that,  all  the 


Digiti 


zed  by  Google 


AMERICAN  BANKERS  ASSOCIATION  187 

world  is  looking  to  us  now  for  ideals  and  example  in  many  tilings. 
You  know  how  they  have  looked  to  us  for  ideals  in  government,  how 
they  have  named  streets  after  American  names,  and  how  these  United 
States  and  their  institutions  of  democracy  have  become  the  hope  of 
the  world. 

When  I  think  of  all  these  things  and  our  great  fight  for  freedom, 
there  always  comes  into  my  mind,  and  I  hear  his  voice  as  it  comes 
from  the  hills  and  mountains  of  the  country,  the  prayer  of  the  great 
Pestaloszi  a  hundred  years  ago,  about  the  time  of  the  ending  of  the 
Napoleonic  wars  when  the  nations  of  the  earth  had  been  shaken  some- 
what as  they  have  been  now,  when  the  cry  of  freedom  was  in  the 
air,  he  prayed  this  prayer:  ''Would  to  Qod  that  some  archangel 
would  fly  through  the  hills  and  valleys  of  this  coimtry  and  proclaim 
in  thundering  tones  that  there  can  be  no  freedom  without  the  educa- 
tion of  man.''  And  when  the  world  was  looking  about  for  some  means 
of  relieving  poverty  and  the  misery  of  the  people,  he  boldly  pro- 
claimed there  was  no  way  to  help  any  people  except  to  help  them 
to  help  themselves,  to  give  them  the  knowledge,  the  understanding, 
and  the  good  will,  and  the  strong  purpose  that  by  their  own  initiative 
and  guided  by  an  understanding  of  the  great  laws  of  nature  and  ap- 
preciation of  their  relations  to  their  fellows  they  shotdd  work  out  their 
own  salvation. 

Bury  a  i>auper  today  and  another  has  to  be  buried  tomorrow;  feed 
a  tramp  today  and  his  hunger  tomorrow  is  the  result;  pension  a  man 
or  woman  today,  and  the  longer  you  pension  them  and  let  them  live 
without  exerting  their  own  powers  the  more  helpless  do  they  become. 
That  is  the  great  law  of  the  world. 

Now,  we,  in  this  country,  have  not  been  immindful  of  the  impor- 
tance and  value  of  education.  We  have  for  a  long  time  boasted  of 
our  public  school  system  as  the  most  distinguishing  and  characteristic 
institution  of  our  democracy;  we  have  issued  the  proclamation  that 
in  a  democracy  eversrthing  waits  on  education;  we  have  added  that 
declaration  to  the  preamble  to  the  Declaration  of  Independence.  We 
have  phrased  it  something  like  this:  That  all  men  are  created  equal 
with  certain  inalienable  rights;  among  which  are  life,  liberty,  the 
pursuit  of  happiness  and  equality  of  opportunity,  and  we  know  that 
there  can  be  no  equality  of  opportunity  in  industrial  or  economic  or 
social  or  civic  or  agricultural  life  except  through  equality  of  oppor- 
tunity in  education.  For,  gentlemen,  it  is  true  that  if  there  be  a 
child  anywhere  permitted  to  grow  to  manhood  or  womanhood  without 
that  quantity  and  quality  of  education  that  will  fit  it  for  making  a 
living,  fOT  using  to  the  best  advantage  its  capital  of  time  and  energy 
and  whatever  little  money  it  may  have,  fit  it  for  the  duties  and  re- 
sponsibilities of  citizenship  in  a  democracy  and  imposed  on  all  alike, 
and  fit  it  for  happy  and  good  and  joyous  living,  then  there  is  nothing 
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which  you  or  I  can  do,  nothing  which  society  or  the  state  can  do, 
nothing  which  man  or  God  can  do  that  can  ever  make  good  that  loes. 
And  I  have  come  to  believe  and  I  wish  I  could  make  all  the  people 
of  the  United  States  believe  that  that  is  the  first  duty  which  we  owe 
to  our  children  who  are  to  be  the  citizens  in  the  next  generation,  and 
into  whose  hands  the  destinies  of  the  countiy  and  the  power  of  mak- 
ing wealth  of  industrial  and  conmiercial  life  shall  go. 

I  need  not  say  to  you,  for  you  know  it  already,  that  all  peoples 
have  wealth  and  wealth  producing  power  almost  regardless  of  all 
other  conditions  in  proportion  to  the  kind  and  quality  of  their  educa- 
tion. If  you  will  look  over  the  world  you  will  see  that  the  wealth  of 
nations  and  of  peoples  does  not  depend  on  natural  resources.  If  so, 
the  valley  of  the  Amazon,  Mesopotamia,  many  other  places  that  are 
poor  would  be  rich  and  Massachusetts  and  Scotland  and  Denmaric  and 
Switzerland  that  are  rich  would  be  poor.  It  does  not  depend  primarily 
on  native  ability  either,  because  races  that  have  remained  poor  for 
generations,  under  the  inspiration  and  the  power  of  education,  of 
knowledge  and  of  training,  have  rapidly  grown  rich.  It  is  not  neces- 
sary to  enumerate  the  countries,  you  think  of  them  immediately.  If 
we  are  to  pay  the  debt,  if  we  are  to  increase  our  wealth,  if  we  are 
to  have  wealtii  enough  in  this  countiy  and  in  the  world,  if  there  could 
be  a  good  home  for  eveiy  family,  one  for  men  and  women  to  live 
in,  one  suited  for  children  to  be  bom  and  reared  where  there  would 
be  some  privacy  for  each  member  of  the  family,  if  we  are  to  do  away 
with  the  slums  of  our  city,  if  we  are  to  build  our  roads  and  bridge 
our  streams,  if  we  are  to  have  money  to  pay  for  the  preservation  of 
the  health  of  all  the  people,  if  we  are  to  be  able  to  give  to  the  great 
mass  of  the  working  people  a  bit  of  leisure,  if  they  could  have  the 
means  of  travel  to  see  something  of  this  world  in  which  they  live 
only  for  once,  if  we  are  to  make  every  place,  every  village,  a  place 
of  beauty  for  the  country  side  to  rejoice  in,  if  we  are  to  have  mon^ 
to  build  our  schools  and  our  churches,  to  pay  our  preachers  and  our 
teachers,  then  it  is  necessary  that  we  shall  consider  the  money  value 
of  education. 

I  shall  not  dwell  on  it.  The  civic  problems  are  all  very  great,  they 
were  great  enough  before  the  war  began.  If  you  wiU  look  at  the 
statute  books,  the  acts  of  the  Legislatures  and  of  the  Congress  of 
the  United  States  you  will  see  how  rapidly  they  have  grown  from 
thin  volmnes  to  very  big  volumes.  I  was  struck  by  the  statement 
of  Senator  Bailey  before  he  resigned  his  position  as  Senator,  that  long 
speech  in  which  he  stated  that  40,000  bills  had  been  introduced  dur- 
ing the  life  of  that  Congress.  Then  came  my  thought  that  40,000 
tilings  were  left  undone  after  one  hundred  and  twenty-five  yeaia  oi 
legidationl  One  would  think  that  they  would  have  more  nearly 
finished  the  job  by  that  time.    Now  that  we  are  close  to  the  nations 
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of  the  worid,  with  the  ocean  no  longer  separating  vm,  that  our  splendid 
isolation  is  gone,  whatever  interests  the  world  interests  us  and  what- 
ever we  do,  whatever  ballot  may  be  cast  in  any  part  of  our  country 
will  make  not  only  the  ballot  of  state  and  nation  but  determine  the 
destiny  of  the  world.  These  problems  become  far  more  difficult, 
industrial  life  is  more  complex. 

What  is  the  response  to  it  in  the  schools?  First,  it  must  mean 
umversal  education  in  a  way  that  we  have  hardly  dreamed  yet.  I 
know  we  boasted  of  our  school  system  and  we  thought  we  were  doing 
tiie  job  of  educating  the  people  and  despite  all  of  the  criticism  of  it, 
it  is  in  many  ways  the  most  effective  that  the  world  has  ever  known. 
Then  the  census  of  1910  told  us  that  there  were  about  nine  and  one- 
half  million  children  in  the  United  States  over  ten  years  of  age,  nearly 
five  million  over  twenty  years  of  age  who  could  neither  read  nor 
write  their  names.  Three  millions  could  not  speak  the  English  lan- 
guage, whether  th^  were  educated  in  a  foreign  language  we  don't 
know,  but  the  fact  remains  they  could  not  understand  the  English 
language.  And  the  examination  of  soldiers  in  the  cantonments  re- 
vealed the  fact  that  the  census  figures  were  all  wrong.  That  examina- 
tion showed  that  nearly  one-fourth  of  the  men  between  18  and  31  who 
had  been  called  were  imable  to  write  a  letter  home  that  could  be 
read  intelligently,  or  to  read  the  reports  or  the  newspapers.  You 
know  what  that  means  in  lack  of  efficiency,  and  lack  of  industrial 
efficiency.  Suppose  you  take,  say,  the  eight  millions  of  people,  five 
millions  of  them  unable  to  speak  English,  I  believe  you  will  agree  with 
me  that  each  one  of  these  persons  would  be  on  an  average  about  50% 
lees  productive,  his  labor  would  be  worth  that  much  less  than  it 
would  be  if  he  were  very  well  educated ;  $160  a  year  for  each  one  of  the 
eight  million  amounts  to  an  immense  sum. 

In  the  futiue  we  must  see  to  it  that  the  attendance  laws  must  be 
made  effective,  for  when  the  children  are  in  these  schools  we  must 
see  to  it  that  they  attend  in  sufficient  numbers  to  adjust  them  to  full 
development.  Again,  in  the  war  we  were  shown  another  defect  in 
our  educational  system,  and  in  one  state  alone  Z7'%%  of  the  yoimg 
men  who  were  brought  into  the  camps  and  cantonments  were  dis- 
carded because  of  some  physical  defect.  Just  think  of  it,  almost  a 
third  of  them  were  found  unfit  for  full  military  service,  and  we  were 
informed  that  a  very  large  per  cent,  of  those,  possibly  two-thirds  of 
all,  might  have  been  avoided  had  proper  care  been  taken  of  the  health 
(A  the  children  in  school  and  at  their  homes.  Only  in  the  last  two 
decades  have  we  been  able  to  do  anything  for  their  health  and  scarcely 
anytlung  is  done  yet  to  the  end  that  they  may  grow  into  manhood 
and  womanhood,  strong,  broad-shouldered,  and  with  the  strength  and 
vitality  to  enable  them  to  do  the  work  of  men  and  of  women,  so  that 
ihey  may  not  be  doomed  to  stand  on  the  shore  in  inaction,  but  breast 
the  tide  as  men  and  women  must  in  the  world  if  they  would  succeed. 
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In  one  state  a  survey  of  health  made  by  a  reputable  phymcian 
from  a  medical  examination  revealed  the  fact  that  one-fourth  of  the 
people  of  the  state  are  sick  all  the  time— 600,000  of  them  in  a  state 
of  only  about  two  millions  of  people.  If  you  ask  the  cost  of  that,  it 
will  amount  to  a  million  and  a  quarter  of  dollars  to  that  state  in  a 
year. 

If,  for  instance,  we  had  been  invaded  by  Germany,  and  it  had  been 
necessary  to  muster  our  forces,  a  third  of  our  people  unable  to  do 
full  military  duty  would  have  been  a  great  wealmess  to  this  country. 
We  must  see  that  the  health  of  our  children  is  cared  for.  Merely 
going  to  school  and  learning  to  read  and  write  is  not  sufficient.  They 
need  to  know  the  laws  of  hygiene  and  the  laws  of  nature,  and  the 
science  of  knowing  them  and  controlling  them.  A  man  working 
ignorantly  in  the  field  with  the  tools  and  implements  of  a  generation 
ago  is  not  working  effectively. 

Agricultiu^  has  come  to  be  quite  a  science,  and,  as  I  said  some  time 
ago,  I  believe  the  agriculturist  has  come  to  realize  the  requirements 
of  a  broader  and  more  comprehensive  education — ^industrial  education — 
training  in  the  use  of  tools,  in  the  various  industries,  as  we  now  try 
to  train  a  large  niunber  of  the  crippled  soldiers  that  have  been  re- 
tiumed  to  this  country  so  that  they  may  be  able  to  produce  and  sup- 
port themselves,  rather  than  have  them  supported  while  they  live  by 
a  pension  system  of  the  government.  But  that  is  not  all,  there  are 
problems  on  the  other  side,  of  ph3rsical  and  social  life,  from  a  study 
of  history  and  of  sociological  relations,  and  the  problems  must  be 
given  in  our  schools,  if  they  have  not  been  given  before.  I  know  of 
those  who  think  we  should  swing  entirely  away  from  that.  If  I  may 
illustrate,  giving  Germany  as  an  example,  Germany  had  educated  for 
efficiency;  but  because  one  strong  man  may  not  use  his  strength  aright 
is  no  argument  why  we  should  not  have  it,  and  I  say  we  mxist  have 
it.    And  I  say  it  must  be  developed  in  our  schools. 

I  want  to  speak  very  briefly  on  an  immediate  problem  before  us;  I 
refer  to  those  ignorant  men,  five  million  of  them  in  the  United  States. 
Of  th6se  24  per  cent  who  were  examined  in  the  camps  and  canton- 
ments, and  who  were  brought  there  by  the  power  of  the  Federal 
Government,  could  not  read  the  order  that  was  sent  them,  and  could 
not  read  the  declarations  or  expositions  of  the  ideals  that  lay  behind 
the  order.  They  had  not  a  chance.  Many  of  them  are  young  men 
and  young  women,  as  yet  only  in  middle  life.  The  duty  is  ours  as 
a  nation  to  give  them  an  opportunity  that  they  may  at  least  read 
a  book,  read  the  newspapers,  or  read  the  bulletins  that  are  given 
to  them  how  to  cultivate  their  fields  better,  or  how  to  make  their 
homes  better. 

The  other  day  I  had  a  meeting  of  the  Cotton  Growers  Assooiation 
of  New  Orleans  and  my  having  to  go  there  made  me  look  up  some 
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facts  in  regard  to  the  people  of  their  section.  I  found  that  practically 
half  of  the  people  who  grow  cotton,  half  of  the  farmers  of  those  cotton 
growing  states  cannot  read  one  out  of  the  125  bulletins  published 
by  the  Department  of  Agriculture  on  cotton-growing  and  the  protection 
of  cotton  against  disease  I  Millions  of  dollars  worth  of  these  bulletins 
are  published  by  the  Agricultural  Department  of  the  Federal  Govern- 
ment, by  the  agricultural  departments  of  the  various  states  and  by 
the  states.  Half  of  the  people,  who  grow  cotton  cannot  read  one  of 
them  intelligently.  A  good  fourth  of  them  cannot  read  them  at  all. 
In  some  way  we  must  find  a  means  of  educating  these  people,  of 
giving  them  the  ability  to  read  and  write,  to  bring  them  out  of  the 
prison  walls  of  their  own  section. 

There  are  probably  five  or  six  millions  of  foreign-bom  people  in 
the  United  States,  who  have  little  knowledge  of  American  life,  Ameri- 
can citizenship,  our  manners  and  customs,  or  our  industries,  and  they 
are  proving  to  be  more  or  less  dangerous  to  us.  You  read  in  the  papers 
every  day  of  bringing  them  together,  of  their  being  excited  about 
this  or  the  other  thing.  Americanization  is  a  part  of  the  great  imme- 
diate problem  of  education,  that  these  people  may  have  an  oppor- 
tunity to  learn  our  language,  that  they  may  read  our  papers,  that 
they  may  begin  now  to  exercise  the  ideals  of  the  American  people, 
that  they  may  know  more  of  the  opportunities  offered  them  here 
and  of  the  duties  and  responsibilities  of  American  citizenship.  These 
men  usually  work  eight  hours.  If  they  work  eight  hours  in  the  day, 
they  can  have  at  least  two  or  three  hours  every  night  to  study,  that 
they  may  have  a  better  knowledge  of  their  vocation  and  full  knowledge 
of  their  duties  and  responsibilities  as  citizens  in  our  republic. 

We  have  four  millions  of  returned  soldiers;  they  have  been 
preached  to  in  the  camps  and  cantonments  here,  and  over  seas,  as  to 
the  importance  of  education.  They  have  been  told  of  the  places,  the 
part  which  they  will  play  in  national  life,  and  they  have  formed  a 
great  desire  for  education  that  will  fit  them  better  for  the  work  that 
they  are  to  do  and  give  them  better  knowledge  of  the  requirements  of  our 
democracy.  All  of  this  seems  to  prove  that  there  is  a  great  oppor- 
tunity and  a  great  responsibility  resting  on  state  departments  of  educa- 
tion, and  on  your  state  universities  and  other  institutions  of  higher 
learning  to  inaugurate  some  form  of  educational  extension  that  will 
give  to  these  millions  of  illiterate  people,  these  millions  of  foreign  bom 
people,  who  live  among  us,  the  returned  soldiers,  the  laboring  people, 
^e  millions  of  women  coming  into  the  right  and  power  of  suffrage, 
some  oi>portunity  for  the  tjrpe  of  education  that  will  fit  them  for  life 
and  for  citizenship,  and  for  the  duties  and  responsibilities  that  are 
involved  in  it.  It  is  a  problem  for  state  and  for  nation,  and  we  must 
solve  it.  The  problem  of  raising  money  for  better  pay  of  teachers, 
that  they  may  be  paid  at  least  as  much  as  laborers,  can  be  slowly 
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worked  out  and  adjusted  as  we  have  opportunity  to  do  it;  but  these 
problems  of  educational  extension  to  meet  the  immediate  demand  of 
those  who  are  now  active  citizens  in  adult  life  cannot  be  postponed. 
As  members  of  the  bankers  association,  as  leading  citisens  of  the 
United  States  and  of  the  communities  in  which  you  live  I  am  sure 
that  you  will  be  interested  in  these  problems  and  that  you  will  have 
much  power  in  helping  to  solve  them.    I  thank  you.    (Applause.) 

President  Maddox:  The  Resolutions  Committee  will  now 
report. 

Mb.  Hinsch:  I  have  been  asked  to  make  this  report  for 
and  on  behalf  of  the  members  of  the  Resolutions  Committee 
as  neither  the  chairman  nor  any  of  the  members  is  present 
at  this  time. 

(Mr.  Hinsch  read  the  following  resolutions,  which  were 
unanimously  adopted.) 

REPORT  OF  RESOLUTIONS  COMMITTEE 

'^Resolved,  That  we  recognize  the  vital  importance  of  the  inland 
waterwa3r8  of  our  country  as  an  important  part  of  our  ^yBtem  of 
transportation,  and  reahzing  that  increased  transportation  facilities 
are  at  this  time  one  of  our  nation's  greatest  needs,  we  urge  upon 
Congress  immediate  legislation  and  appropriation  to  improve  and  ex- 
tend these  highways  of  commerce  so  as  to  afford  in  many  sections  of 
the  country  the  most  economic  route  from  interior  points  to  the 
seaboard." 

"Whereas,  The  great  army  of  investors  created  by  government  war 
loans  are  being  defrauded  of  tens  of  miUions  of  dollars  by  unscrupulous 
vendors  of  worthless  stock;  and 

"Whereas,  The  consequent  depletion  of  the  coimtry's  capital;  un- 
emplojrment;  reduced  buying  power  and  reaction  in  the  minds  of  the 
people  turning  them  from  patriotic  thrift  into  dissatisfaction  and  dis- 
trust of  our  institutions  and  of  pubhc  securities  is  of  vital  concern 
to  all  reputable  business  men;  and 

"Whereas,  A  movement  has  been  initiated  to  organize  business 
associations  to  combat  the  stock  swindling  evil;  and 

"Whereas,  Secretary  of  the  Treasury  Glass  said  of  such  a  movement 
that  it  Vill  not  only  be  desirable  but  almost  essential/  and  Mr. 
Hamlin,  Chairman  of  the  Capital  Issues  Committee  wrote  that  he 
believed  the  proposed  loan  *will  go  far  toward  checking  the  evil/  be  it 

"Resolved,  That  the  American  Bankers  Association  endorses  the 
purposes  of  the  Business  Men's  Anti-Stock  Swindling  League  azid 
requests  enrollment  as  a  co-operating  member." 
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''Whereas,  The  gold  production  of  the  United  States,  which  declined 
80  rapidly  during  the  war  period,  has  since  the  signing  of  the  anni« 
stioe  still  further  declined  because  of  the  extreme  economic  pressure  to 
which  the  gold  mining  industry  has  been  subjected;  and 

''Whoreas,  Gold  is  the  standard  of  value  and  the  basis  of  all  credit, 
and  it  is  yitally  important  to  the  financial  and  commercial  life  of  the 
nation  that  the  monetaiy  reserve  be  protected, 

''Now,  Therefore,  Be  It  Resolved,  That  the  American  Bankers  Asso- 
ciation in  convention  assembled,  respectfully  request  and  urge  upon 
the  Government  of  the  United  States  the  desirability  of  maintaining 
the  domestic  production  of  new  gold  in  sufficient  volume  to  satisfy 
the  present  anticipated  trade  requirements  for  this  metal,  and  ask 
that  steps  be  taken  immediately  to  that  end;  and 

"Be  It  Further  Resolved,  That  the  General  Secretary  of  this  Asso- 
ciation be,  and  hereby  is  instructed  to  send  a  copy  of  this  resolution 
to  the  President  of  the  United  States,  the  Secretary  of  the  Treasury 
and  the  members  of  the  Senate  and  House  of  Representatives  of  the 
United  States,  advising  them  of  its  adoption;  and, 

"Be  It,  Also,  Further  Resolved,  That  considering  the  great  impor- 
tance of  this  subject,  this  convention  recommends  to  the  Executive 
Council  that  the  matter  be  referred  to  the  Federal  Legislative  Com- 
mittee and  the  Currency  Commission  for  an  exhaustive  study  and 
such  action  as  may  be  deemed  necessary." 

"Whereas,  The  United  States  Treasury  Department  is  continuing  to 
offer  its  savings  securities  not  only  to  provide  funds  for  the  use  of 
the  Government  but  to  encourage  thrift  as  an  essential  condition  for 
economic  readjustment;  and 

"Whereas,  The  high  cost  of  living  crisis  re-emphasizes  the  need  for 
thrift,  since  thrift  promotes  increased  production  and  saving  upon 
which  the  readjustment  of  wages  and  prices  waits; 

"Therefore,  Be  It  Resolved,  That  the  American  Bankers  Association 
heartily  endorses  the  /principles  of  the  National  Thrift  Movement 
inaugurated  by  the  United  States  Treasury  Department,  namely,  wise 
spending,  intelligent  saving  and  safe  investment;  and  pledges  its 
members  to  aid  the  movement  in  every  possible  way;  and 

"Be  It  Further  Resolved,  That  this  Association  heartily  endorses 
the  plan  for  National  Thrift  Week,  set  for  January  17th,  1920." 

"Resolved,  That  the  American  Bankers  Association  endorses  the 
principle  of  imiversal  training  for  the  youth  of  the  nation;  and 
recommends  to  the  Congress  of  the  United  States  that  suitable  laws 
be  enacted  to  provide  for  this  important  and  very  valuable  educa- 
tion in  the  duties  and  responsibilities  of  citizenship  for  all  young 
men,  as  they  reach  maturity. 

"Be  It  Fiuther  Resolved,  That  the  Association  call  upon  its  mem- 
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bera  individually  in  favor  of  universal  training  to  do  their  full  duty 
in  spreading,  without  delay,  full  information  in  every  commimity  in 
order  that  the  people  may  understand  the  object  and  the  results  to  be 
expected  from  such  laws." 

"Whereas,  A  terrible  disaster  has  overtaken  the  people  of  Corpus 
Christi,  resulting  in  the  loss  of  about  a  thousand  lives,  and  which  has 
left  many  himcbeds  of  people  destitute; 

"Be  It  Resolved,  That  we  call  to  the  attention  of  the  members 
of  the  American  Bankers  Association  the  necessity  for  prompt  and 
generous  financial  assistance." 

"Whereas,  It  has  come  to  the  attention  of  the  American  Bankers 
Association,  in  convention  assembled,  that  Col.  Fred.  E.  Famsworth 
has  indicated  his  desire  to  leave  the  office  of  General  Secretary  of 
the  Association  to  accept  another  position;  and 

"Whereas,  Under  the  administration  of  our  said  Secretary  he  has 
been  largely  instrumental  in  increasing  its  membership  from  9,251  to 
20,214  members;  has  greatly  enlarged  its  activities  and  inspired  con- 
structive policies,  investments  and  services  of  untold  value  to  American 
bankers,  and  as  incidental  thereto  has  taken  part  in  the  establishment 
of  the  Joiumal  of  the  Association,  a  Legal  Department,  a  Protective 
Department  with  a  Rogues'  Galleiy,  containing  over  6,000  photographs 
of  criminals  and  alleged  criminals,  a  large  Library  of  specialized  works 
accessible  to  the  members  of  our  Association,  all  of  which  has  been 
helpful  in  making  this  Association  one  of  the  most  potent  and  effective 
factors  in  developing  the  banking  and  trust  business  of  the  nation, 
and 

"Whereas,  In  addition  to  the  material  benefits  which  he  has  brought 
to  this  Association  and  its  membership,  he  has  also  assisted  in  creat- 
ing a  warm  and  helpful  personal  relation  between  the  members  of 
our  Association  and  a  large  circle  of  public  officials  and  economic  and 
business  experts,  thereby  building  a  strong  national  support  for  and 
confidence  in  the  American  Bankers  Association  as  an  instrumentality 
for  our  national  welfare,  as  well  as  the  good  of  its  own  members; 
therefore  be  it 

"Resolved,  That  the  American  Bankers  Association  in  this  forty- 
fifth  annual  convention  assembled,  does  hereby  extend  to  Colonel  Fams- 
worth its  deep  and  grateful  appreciation  for  his  efficient  official  services, 
and  for  the  personal  sacrifices  which  he  has  made  for  the  growth,  off 
our  Association  and  the  extension  of  its  material  benefits  to  our 
members;  and 

"Be  It  Further  Resolved,  That  the  Association  does  hereby  extend 
to  Colonel  Famsworth  its  good  will  and  best  wishes  in  the  new  field  of 
endeavor  which  he  is  about  to  enter,  and  that  the  influence  and 
grateful  appreciation  of  this  Association  shall  go  with  him." 
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President  Maddox:  I  am  sure  you  will  all  hear  that  resolu- 
tion with  a  great  deal  of  regret,  and  as  evidence  of  our  ap- 
preciation of  the  splendid  services  of  Colonel  Famsworth 
who  has  been  in  this  Association  for  more  than  twelve  years, 
and  as  evidence  of  your  good  will  in  his  new  field,  I  suggest 
that  you  rise. 

(A  rising  vote  of  thanks  was  tendered  Colonel  Famsworth.) 

Mb.  Hinsch:  This  is  submitted  with  the  other  resolutions 
by  the  committee,  consisting  of  Mr.  Festus  J.  Wade,  Chair- 
man, and  the  rest  of  the  committee: 

"It  is  the  unanimous  opinion  of  the  Committee  on  Resolutions  that 
the  American  Bankers  Association  should  express  by  a  rising  vote  its 
appreciation  of  the  successful  efforts  made  by  those  who  have  con- 
tributed to  making  this,  the  forty-fifth  annual  convention,  an  out- 
standing social  and  business  success. 

"Special  thanks  are  tendered  to  the  Algonquin  Country  Club,  Belle- 
rive  Country  Qub,  Bogy  Club,  Forest  Park  Golf  Club,  Log  Cabin 
Club,  Midland  Valley  Country  Club,  Normandy  Golf  <&  Country 
Club,  Ridgedale  Country  Club,  Triple  A  Golf  &  Tennis  Club  and 
Westwood  Coimtry  Club,  who  extended  their  full  hospitality  and  club 
facilities  to  the  delegates  and  their  guests. 

''To  the  associated  banks  of  St.  Louis  grateful  acknowledgment  is 
made  for  the  very  happy  and  continuous  entertainment  suppUed  to 
delegates,  guests  and  visitors  and  especially  for  the  cordial  welcome 
and  hospitality  offered  at  the  banking  rooms  of  all  of  the  banks  in 
the  city  of  St.  Louis,  and  to  the  ladies  of  this  city  who  extended  to 
visiting  ladies  the  splendid  welcome,  evidenced  by  many  charming 
receptions  and  social  events. 

"The  welcome  of  Frank  0.  Watts,  president  of  tlie  St.  Louis  Clear- 
ing House  Association  was  most  pleasantly  and  concretely  reflected 
in  the  actions  and  hospitality  of  the  bankers  of  St.  Louis.  Nothing 
has  been  neglected  which  could  add  to  the  pleasure,  entertainment 
and  profit  of  the  visitors  and  the  work  of  the  delegates  at  this  con- 
vention. 

"We  desire  to  express  our  grateful  appreciation  and  sincere  thanks 
to  Hon.  Robert  L.  Owen,  United  States  Senator  from  Oklahoma,  Hon. 
W.  P.  G.  Harding,  Governor,  Federal  Reserve  Bank,  Hon.  John  Bar- 
rett, Director  General  of  the  Pan-American  Union,  David  R.  Francis, 
Ambassador  Extraordinary  and  Plenipotentiary  to  Russia,  Hon.  A. 
Mitchell  Palmer,  Attorney  General,  United  States  Department  of 
Justice,  Dr.  Irving  Fisher,  Yale  University,  and  Dr.  P.  P.  Claxton  of 
Washington,  Commissioner  of  Education,  for  having  honored  us  with 
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their  presence  and  for  the  instructive,  timely  and  masterly  addresses 
delivered  by  them  respectively. 

''We  desire  to  express  particular  appreciation  for  the  manner  in 
which  the  local  press,  the  newspaper  correspondents,  the  Associated 
Press  and  the  United  Press  have  handled  the  news  of  the  convention, 
and  for  the  generous  space  the  newspapers  and  bank  publications  have 
given  to  our  deliberations  and  proceedings;  and  we  are  grateful  to  the 
Statler,  the  Jefferson  and  the  Planters  hotels  for  courtesies  extended, 
and  for  official  quarters  furnished,  complimentary,  to  the  Association, 
its  several  secticms  and  officers. 

"Since  the  American  Bankers  Association  has  established  an  en- 
viable record  for  loyalty,  patriotism  and  financial  support  in  the 
prosecution  of  the  late  war,  and  is  now  taking  such  an  enviable  and 
foremost  place  in  the  progressive  agencies  for  the  establishment  of 
permanent  peace  and  prosperity  of  oiur  people,  and  since  these  ends 
could  not  have  been  accomplished  but  for  the  lo3ral  support  and  co- 
operation of  the  member  banks,  we  desire  to  extend  oiur  heartfelt 
thanks  to  each  and  every  one  of  them  for  the  part  they  have  taken 
and  the  ready  manner  in  which  they  have  acceded  to  every  request 
for  cooperation  from  this  organization." 

President  Maddox:  Gentlemen,  you  have  heard  the  reso- 
lution read  by  Mr.  Hinsch.  I  am  sure  you  will  all  agree  we 
have  never  been  so  beautifully  and  delightfully  entertained 
as  we  have  been  in  this  city  of  St.  Louis,  and  as  an  expression 
of  our  appreciation  of  the  entertainment  we  have  had  here, 
the  pleasure  and  the  benefit  we  have  derived,  I  move  we 
rise. 

(A  rising  vote  was  had.) 

Mr.  Hawes,  will  you  please  step  forward.  Gentlemen,  it 
now  becomes  my  very  pleasant  duty  to  pin  the  President's 
pin  upon  a  gentleman  whom  I  have  known  for  a  number  of 
years.  I  congratulate  you  upon  your  choice.  He  is  a  gentle- 
man in  whose  hands  you  may  feel  perfectly  sure  the  best 
interests  of  the  Association  will  be  safe,  and  I  predict  for  your 
Association  under  his  administration  the  most  brilliant  year 
the  American  Bankers  Association  has  ever  enjoyed.  Mr. 
Hawes. 

President  Hawes:  Mr.  Maddox,  members  of  the  Ameri- 
can Bankers  Association  and  Ladies:  I  am  deeply  grateful 
for  your  cordial  applause  and  it  inspires  in  me  thoughts  that 


Digiti 


zed  by  Google 


AMBBICAN  BANKERS  ASSOCIATION  197 

make  me  feel  possibly  I  might  measure  up  in  a  small  way 
to  the  splendid  introduction  given  to  me  by  Mr.  Maddox. 
It  would  indeed  be  a  great  man  who  could  say  that  he  could 
measure  up  to  the  achievements  of  the  past  presidents  of  the 
American  Bankers  Association.  Men  have  gone  before  in 
a^  position,  ladies  and  gentlemen,  who  have  filled  the  pages 
of  our  Association  with  historical  achievements  that  reflect 
credit  not  only  upon  them  personally  but  upon  every  banker 
in  America.  And  gentlemen,  no  page  in  the  history  of  your 
Association  is  more  filled  with  such  achievements  than  the 
past  year  under  Robert  F.  Maddox.  (Applause  terminating 
in  the  audience  rising.) 

I  have  but  little  to  say  to  you  except  briefly  to  certify  to 
my  desire  that  I  ask  for  yoiu:  cooperation  in  the  activities 
of  the  Association  during  the  ensuing  year.  The  period 
which  we  are  going  through,  the  speeches  which  have  been 
made  to  you  today  must  have  made  a  deep  impression  upon 
your  minds;  they  must  have  convinced  you  thdt  it  is  a  day 
of  service;  that  while  we  were  drafted  during  the  war,  we 
must  volunteer  as  true  American  citiaens  to  serve  our  country 
in  the  solution  of  the  problems  we  have  before  us.  (Applause.) 
In  my  judgment,  gentlemen,  a  sacred  duty  is  charged  to 
the  bankers  of  America  and  that  is  to  lead  in  every  institu- 
tion in  America,  in  Americanism,  for  Americanism  and  for 
American  liberty  only,  and  stand  out  forever  against  any 
radicalism  which  may  appear  in  their  midst.  (Applause.) 
The  Association  in  my  judgment  has  a  brilliant  future  before 
it.  We  lose  today  the  valuable  services  of  a  great  secretary 
bat  it  is  hoped  that  we  may  put  in  his  office,  if  it  is  possible, 
a  man  who  will  measure  up  to  his  achievements,  and  that  the 
Association  will  grow  and  extend  its  powers  into  every  com- 
munity in  this  country;  and  that  when  the  years  have  come 
and  gone,  and  our  children's  children  look  upon  the  record 
of  the  American  Bankers  Association  of  these  years,  they 
will  say,  "Well  done,  good  and  faithful  American  citizens." 
I  thank  you.     (Applause.) 

It  is  now  my  great  pleasure  to  present  to  you  a  distmguished 
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son  of  the  Golden  West,  a  man  who  has  attained  the  height 
of  his  ambitions  in  his  own  state,  who  has  grown  in  achieve- 
ments in  every  position  which  he  has  occupied,  and  who  has 
now  by  your  suffrage  been  elected  today  the  First  Vice- 
President  of  the  American  Bankers  Association,  Mr.  John 
S.  Dnmi  of  California.    (Applause.) 

Mr.  Drum:  Mr.  President,  members  of  the  American 
Bankers  Association,  Ladies  and  Gentlemen:  I  am  sincerely 
thankful  to  you  for  this  honor  you  have  paid  me,  and  I 
feel  under  especial  obligations  because  I  have  not  had  the 
opportunity,  as  so  many  of  your  past  officers  have  had  to 
Imow  you  intimately  as  I  should  like  to;  but  I  do  hope  during 
the  coming  year  that  I  shall  have  the  opportunity  to  know 
you  and  to  feel  that  I  am  yoiu:  representative  in  a  personal 
sense  as  well  as  in  an  official  sense.  All  I  can  say,  so  far 
as  the  administration  of  my  office  is  concerned,  is  that  I 
shall  give  to  yoiu:  President,  Mr.  Hawes,  the  most  loyal  sup- 
port that  I  am  capable  of,  and  I  shall  also  endeavor  to  live 
up  to  the  ideals  of  the  Association  and  to  do  that  work  which  I 
am  sure  every  officer  of  this  Association  must  do  if  he  is 
going  to  make  bigger,  broader,  better  and  more  powerful  in 
every  way  this  great  Association.  All  I  can  say,  finally, 
is  simply  this,  that  I  am  going  to  try  in  every  way  to  justify 
the  confidence  and  the  trust  that  you  have  shown  in  me  by 
electing  me  to  this  office.     (Applause.) 

PREsroENT  Hawes:  Gentlemen,  it  is  my  delightful  pleas- 
ure to  be  able  to  present  to  you  a  distinguished  Virginia 
citizen  whom  you  have  elected  as  your  Second  Vice-President. 
It  affords  me  great  pleasure  to  present  to  you  Thomas  B.  Mc- 
Adams  of  Virginia.    (Applause.) 

Mr.  Mc Adams:  President  Hawes,  Gentlemen  of  the  Ameri- 
can Bankers  Association,  Ladies  and  Gentlemen:  There  are 
moments  in  a  man's  life  when  one's  heart  is  so  full  of  con- 
flicting emotions  that  it  seems  almost  impossible  to  make 
an  adequate  response  to  the  demands  of  an  occasion.  To 
possess  the  good  will  and  the  esteem  of  such  a  body  of  men 


Digiti 


zed  by  Google 


AMERICAN  BANEBB8  ASSOCIATION  199 

as  are  those  who  compose  this  great  American  Bankers  Asso- 
ciation is  an  asset  of  which  every  American  banker  might 
well  feel  proud.  In  thanking  you  most  sincerely  for  tiiis 
great  honor  that  you  have  seen  fit  to  bestow  upon  me  and  in 
accepting  it  with  a  full  realization  of  the  great  responsibilities 
which  go  with  it,  I  can  only  assure  you  that  such  talent,  such 
energy,  such  enthusiasm,  such  ability  as  I  may  possess  may 
be  devoted  at  all  times  to  advancing  the  best  interests  of 
this  Association  and  to  help  broaden  its  influence  throughout 
this  whole  land  of  ours  in  behalf  of  every  movement  which 
stands  for  American  policies  and  the  development  of  American 
ideals.     (Applause.) 

President  Hawes:  The  chair  will  now  take  pleasure  in 
recognizing  Mr.  F.  0.  Watts. 

Mr.  Watts:  One  of  the  problems  of  this  blessed  country 
of  ours  has  been,  what  shall  we  do  with  our  ex-Presidents. 
(Laughter.)  That  problem  has  arisen  in  times  gone  by  in 
the  American  Bankers  Association  and  at  that  time  we 
decided  in  the  language  of  a  distinguished  deceased  president 
that  we  would  put  them  in  a  state  of  innocuous  desuetude. 
In  order  that  you  may  be  able  to  recognize  the  ex-President 
after  the  lapse  of  a  brief  time  a  custom  arose  that  we  would 
give  them  such  a  badge  as  that  I  hold  in  my  right  hand. 
The  conspicuous  service  which  has  been  rendered  to  the 
American  Bankers  Association  by  the  encumbent  of  that 
oflSce  during  the  year  1918  and  1919  was  such,  and  his  ad- 
ministration of  that  office  was  such,  that  a  badge  would  be 
wholly  unnecessary;  but  it  was  thought  not  to  present  him 
with  such  a  badge  would  be  to  draw  an  invidious  comparison 
between  him  and  others  who  have  preceded  him  in  that  posi- 
tion. I  take  pleasure,  Mr.  Maddox,  in  presenting  to  you 
this  badge  which  I  am  sure  you  will  wear  with  great  satis- 
faction and  with  the  knowledge  that  you  possess  in  retiring 
from  the  office  the  aflfections  and  good  will  of  every  member 
of  the  American  Bankers  Association,  whether  he  be  present 
in  St.  Louis  or  not.     (Applause.) 
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(At  this  point  a  handsome  silver  plate  service  was  pre- 
sented to  the  retiring  President  by  Mr.  Hinsch,  in  behalf  of 
the  Association.) 

Mb.  Maddox:  Mr.  Hinsch  and  members  of  the  American 
Bankei:s  Association:  I  appreciate  this  more  deeply  than 
words  can  express.  If  during  my  administoation  as  your 
President,  the  American  Bankers  Association  has  held  the 
position  it  occupied  when  I  assumed  that  office  my  efforts 
have  not  been  in  vain.  If  it  has  advanced  and  its  service 
has  been  greater  to  our  membership  and  our  country,  it  has 
been  due  to  the  other  officers  of  the  Association.  But  I  am 
glad  to  have  this  tangible  evidence  of  the  service  I  have 
had  with  you  to  take  to  my  home,  and  when  I  am  gone,  to 
leave  to  my  children.  But  let  me  say  to  you  that  in  the 
mind  of  memory  I  shall  draw  precious  recollections  of  friend- 
ship that  time  cannot  tarnish  and  which  I  hope  time  will 
even  make  brighter,  and  I  will  always  value  it  more  hi^y 
than  all  this  exquisite  silver  for  which  I  thank  you  in  the  name 
of  Mrs.  Maddox  and  myself.    (Applause.) 

General  Secretary  Fabnsworth:  I  want  to  encroach  on 
your  time  and  the  American  Bankers  Association  members 
for  only  a  few  moments.  I  would  certainly  be  very  remiss 
if  I  did  not  express  to  the  members  of  the  Association  my 
appreciation  of  a  resolution  which  was  passed  by  you  this 
afternoon.  I  confess  it  came  to  me  as  a  surprise.  As  has 
been  said  in  those  resolutions,  I  have  served  the  American 
Bankers  Association  for  twelve  years.  I  have  enjoyed  the 
work.  I  have  made  friends,  I  believe,  throughout  the  country. 
I  have  visited  every  state  in  the  Union  possibly  with  two  or 
three  exceptions  and  attended  conventions  in  every  state  in 
the  Union.  I  have  always  received  most  courteous  and  hos- 
pitable treatment.  I  have  only  this  to  say,  that  I  hope  now 
that  I  retire  to  business  life  instead  of  to  banking  life  and 
that  should  I  take  occasion,  which  I  hope  to  do,  to  renew 
the  acquaintances  I  have  made  during  the  last  twelve  years, 
I  will  receive  that  same  warm  grasp  of  the  hand  and  that 
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same  hectrtfelt  sentiment  of  friendship  which  it  has  been 
my  good  fortune  to  enjoy  during  all  these  years.  As  the 
Administrative  Conmiittee  and  the  Executive  Council  know, 
while  I  have  retired  absolutely,  I  have  so  arranged  that  I 
can  give  a  few  days  or  a  few  weeks,  if  necessary,  to  the  affairs 
of  the  Association  to  close  up  the  matters  relating  to  this 
convention.  I  shall  always  have  the  warmest  affection  not 
only  for  the  American  Bankers  Association  but  for  every 
member  of  it  and  will  always  want  to  do  everything  I  can 
to  further  your  interest.  I  thank  you  most  sincerely.  (Ap- 
plause.) 

Pbesident  Hawes:  I  think  that  I  voice  the  sentiment  of 
not  only  the  delegates  here  but  of  the  American  Bankers 
Association,  when  I  assiu^  General  Secretary  Famsworth 
that  the  resolution  was  adopted  with  all  sincerity  and  with 
heartfelt  good  wishes. 

If  there  is  no  further  business  for  the  convention,  a  motion 
to  adjourn  will  be  in  order. 

Whereupon,  on  motion  duly  made  and  seconded,  the  forty- 
fifth  annual  convention  was  declared  adjourned  sine  die. 
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OFFICERS  OF  THE 
TRUST  COMPANY  SECTION 

American  Bankebs  Association 
1919-1920 

Organized  September  24,  1896 

Pbbbidint: 

LYNN  H.  DINKINS, 

President  Interstate  Trust  <&  Banking  Company,  New  Orleans,  La. 

First  Vicb-Presidbnt: 

EDMUND  D.  HULBERT, 

President  Merchants  Loan  &  Trust  Company,  Chicago,  111. 

Chairman  Exbcutive  Committbe: 

J.  A.  HOUSE, 

President  The  Guardian  Sayings  &  Trust  Company,  Cleveland,  Ohio. 

Sbgrbtart: 

LEROY  A.  MERSHON, 

5  Nassau  Street,  New  York. 
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EXECUTIVE  COMMITTEE 

Membebs  Ex-OfTiao: 

UzAL  H.  McCabtbr,  President  Fidelity  Trust  Co.,  Newark,  N.  J. 

Pbank  W.  Blair,  President  Union  Trust  Co.,  Detroit,  Mich. 

John  W.  Platten,  President  U.  S.  Mortgage  &  Trust  Co.,  New  York. 

(Term  Expirinq  1920) 

John  S.  Drum,  President  Savings  Union  Bank  k  Trust  Co.,  San  Fran- 
dsoo,  Cal. 

Solomon  A.  Smith,  President  Northern  Trust  Co.,  Chicago,  111. 

J.  A.  House,  President  The  Guardian  Savings  <&  Trust  Co.,  Cleveland, 
Ohio. 

Henry  M.  Campbell,  Chairman  of  the  Board,  Union  Trust  Co.,  De- 
troit, Mich. 

Mtron  S.  Hall,  President  Buffalo  Trust  Co.,  Buffalo,  N.  Y. 

(Term  Expiring  1021) 

Charles  H.  Sarin,  President  Guaranty  Trust  Co.  of  New  York,  New 
Yoric  City. 

8.  Davibs  Warfield,  President  Continental  Trust  Co.,  Baltimore,  Md. 

lasAC  H.  Orr,  Vice-President  St.  Louis  Union  Trust  Company,  St. 
Louis,  Mo. 

C.  J.  Bell,  President  American  Security  k  Trust  Company,  Wash- 
ington, D.  C. 

Theodore  G.  Smfth,  President  International  Trust  Co.,  Denver,  Colo. 

(Term  Expiring  1922) 

Nathan  D.  Prince,  Vice-President  Hartford-Connecticut  Trust  Com- 
pany, Hartford,  Conn. 

G»]roe  D.  Edwards,  Vice-President  Commonwealth  Trust  Company, 
Pittsburgh,  Pa. 

Evans  Woolubn,  President  Fletcher  Savings  A  Trust  Company,  Indian- 
apolis, Ind. 

John  Stites,  President  Louisville  Trust  Company,  Louisville,  Ky. 

W.  J.  Kommbrs,  Vice-President  Union  Trust  Co.,  Spokane,  Wash. 
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SUB-COMMITTBES 

COMMITTEE  ON  LEGISLATION 

(Handling  Federal  Legislative  Matters) 

Hbkry  M.  Campbell,  Chairman  of  the  Board,  Union  Trust  Co.,  Detroit, 

Mich.  (Chairman). 
UzAL  H.  McCabtsr,  President  Fidelity  Trust  Co.,  Newark,  N.  J. 
OuvEB  C.  FuLUBB,  President  First  Wisconsin  Trust  Co.,  Milwaukee,  Wis. 
Isaac  H.  Orb,  Vice-President  St.  Louis  Union  Trust  Co.,  St.  Louis,  Mo. 
C.  J.  Bell,  President  American  Security  <&  Trust  Co.,  Washington,  D.  C 
Lucius  Teteb,  President  Chicago  Trust  Co.,  Chicago,  111. 

COMMITTEE  ON  PROTECTIVE  LAWS 
(Handling  State  Legislative  Matters) 

Theodore  G.  Smith,  President  International  Trust  Co.,  Denver,  Colo. 
(Chairman.) 

William  C.  Hefpbnheimer,  President  Trust  Co.,  of  New  Jersey,  Hobo- 
ken,  N.  J. 

Nathan  D.  Prince,  Vice-President  Hartford-Connecticut  Trust  Co^ 
Hartford,  Conn. 

W.  S.  McLucAS,  President  Commerce  Trust  Company,  Kansas  City,  Mo. 

G.  W.  Holmes,  Secretary  First  Trust  Co.  of  Lincoln,  Nebraska. 

Claude  Hamilton,  Vice-President  Michigan  Trust  Ck>.,  Grand  Rapids, 
Mich. 

COMMITTEE  ON  PUBLICITY 

Francis  H.  Sisbon,  Vice-President  Guaranty  Trust  C3o.  of  New  York, 

New  York  City  (Chairman). 
Fbed  W.  Ellsworth,  Vice-President  Hibemia  Bank  A  Trust  Co.,  New 

Orleans,  La. 
G.  Prather  Enapp,  Manager  of  Publicity,  Mississippi  Valley  Trust  Co.» 

St  Louis,  Mo. 
Edward  H.  Eittredgb,  Advertising  Manager,  Old  Colony  Trust  Co., 

Boston,  Mass. 
I.  Webster  Baker,  Puhlicity  Manager,  The  Guardian  Savings  &  Trust 

Co.,  Qeveland,  O. 
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COMMITTEE  ON  CX)OPERATION  WITH  THE  BAR 

WniiAM  8.  MiLLiB,  Vlce-Presidezit  Northern  Thist  Co.,  Chicago,  HI. 

(Chairmaii).. 
BiUfH  SioNB,  President  Detroit  Thist  Co.,  Detroit,  Mich. 
L.  H.  BoBBBiBBT,  Trust  Attorney  Security  Thist  A  Savings  Bank,  Los 

Angeles,  Cal. 
G.  F.  Clabk,  Vice-President  Union  National  Bank,  Seattle,  Wash. 
P.  N.  B.  Clobi,  Vice-President  Bankers  Trust  Co.,  New  York  City. 


COMMITTEE  ON  STANDARDIZATION  OF  FORMS  AND 
CHARGES 

GcGBOB  D.  Edwabdb,  Vice-President  Commonwealth  Trust  Co.,  Pitts- 
burgh, Pa.  (Chairman) 

John  H.  Covebubt,  Trust  Officer  Title  Insurance  A  Trust  Co.,  Los 
Angeles,  Cal. 

R.  L.  Sheppabd,  Trust  Officer  Security  Savings  A  Trust  Co.,  Portland, 
Oregon. 

H.  F.  WiLBON,  Jb.,  Vice-President  Bankers  Trust  Co.,  New  Yoik  City. 

Abthub  V.  MoBTON,  Vice-President  The  Pennsylvania  Company  for 
Insurance  on  Lives  and  Granting  Annuities,  Philadelphia,  Pa. 


SPECIAL  COMMITTEE  ON  LEGISLATION 

WnxiB  H.  Booth,  Vice-President  Guaranty  Trust  Co.  of  New  York, 

New  York  City  (Chairman). 
Aank  W.  Biaib,  President  Union  Trust  Co.,  Detroit,  Mich. 
A.  A.  Jackson,  Vice-President  Girard  Trust  Co.,  Philadelphia,  Pa. 
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STATE  VICE-PRESIDENTS 

Alabama:    E.  W.  Laod,  President  Merchants  Bank,  Mobile. 

Arizona:     W.   C.  Fobteb,  Secretary  and  Treasurer  Phoenix  Savings 
Bank  <&  Trust  Company,  Phoenix. 

Abxansas:     Charles  G.  Hbnbt^  President  Arkansas  Bank  &  Trust 
Company,  Newport. 

Califobnu:    L.  H.  Roseberbt,  Trust  Attorney  Security  Trust  &  Sav- 
ings Bank,  Los  Angeles. 

Colorado:    D.  S.  Stone,  President  United  States  Bank  &  Trust  Com- 
pany, Grand  Junction. 

Connecticut:    C.  S.  Boisbs,  Treasurer  Seymour  Trust  Company,  Sey- 
mour. 

Delaware:     Richard    Reese,   Vice-President   Equitable   Trust    Com- 
pany, Wilmington. 

DiBTBiCT  OP  Columbia:    John  B.  Larner,  President  The  Washington 
Loan  A  Trust  Company,  Washington. 

Florida:    R.  E.  Wheeler,  Chairman  of  Board  Guaranty  Trust  A 
Sayings  Bank,  Jacksonville. 

Gborgu:    F.  S.  ETHBRmoE,  President  Atlanta  Trust  Company,  Atlanta. 

Idaho:    William  Thobipson^  President  Idaho  Trust  Company,  Lewis- 
ton. 

Ilunois:     Gbobob  W.  Telung,  President  Commercial  Trust  db  Sav- 
ings Bank,  Danville. 

Indiana:   J.  V.  Carpbnixr,  Secretary  Brazil  Trust  Co.,  Brasil. 

Iowa:   J.  F.  Tot,  President  National  Bank  of  Commerce,  Sioux  City. 

Kansas:    L.  W.  Clapp,  President  First  Trust  Company,  Wichita. 

Kentucky:    A.  G.  Stcth,  Vice-President  Louisville  Trust  Company, 
Louisville. 

Louisiana:    C.  G.  Rives,  Jr.,  Vice-President  Interstate  Trust  A  Bank- 
ing Company,  New  Orleans. 

Maine:     Geo.  H.  Weeks,  Vice-President  Fidelity  Trust  Company, 
Portland. 

Maryland:   F.  G.  Boyce,  Vice-President  Mercantile  Trust  A  Deposit 
Company,  Baltimore. 

Mabsachusbits  :   Charles  G.  Bancrott,  President  International  Trust 
Company,  Boston. 

Michigan:    Claude  Hamilton,  Vice-President  Michigan  Trust  Com- 
pany, Grand  Rapids. 
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Minnesota:   D.  L.  Case,  Vice-President  Minneapolis  Trust  Company, 

Minneapolis. 
Mississippi:     0.  B.  Tatlob,  Vice-President  Merchants  Bank  A  Trust 

Company,  Jackson. 
Missouri:     Thos.    C.    Hennings,    Vice-President    Mercantile    Trust 

Company,  St.  Louis. 
Montana  :    Peteb  J.  Osweiler,  Cashier  Bank  of  Fergus  County,  Lewis- 
ton. 
Nbbraska:    Geo.  H.  Thummbl,  Vice-President  First  Trust  Company, 

Omaha. 
Nevada:    Moses  Reinhabt,  President  Winnemucca  State  Bank  A  Trust 

Company,  Winnemucca. 
New  Hampshire:    Joseph  L.  Clough,  Treasurer  Nashua  Trust  Com- 
pany, Nashua. 

New  Jbbsbt:    J.  H.  Bachellbr,  President  Ironbound  Trust  Company, 
Newark. 

New  Mexico:     C.  S.  White,  Vice-President    First    National    Bank, 
Albuquerque. 

New  York:    George  P.  Kennedy,  President  Italian  Discount  A  Trust 
Company,  New  York. 

North  Carouna:    Graham  H.  Andrews,  Vice-President  Raleigh  Sav- 
ings Bank  &  Trust  Company,  Raleigh. 

North  Dakota:    P.  L.  Cumens,  Secretary  Northern  Trust  Company, 
Fargo. 

Ohio:    E.  S.  Hanson,  Vice-President  Superior  Savings  &  Trust  Com- 
pany, Cleveland. 

Oklahoma:     H.  L.  Standeven,  Active  Vice-President  Exchange  Trust 
Company,  Tulsa. 

Oregon:    William  Pollman,  President  Baker  Loan  &  Trust  Company, 
Baker. 

Pennstlvanu:     A.  C.  Robinson,  President  Peoples  Savings  A  Trust 
Company,  Pittsburgh. 

fiHODE  Island:    Henry  B.  Congdon,  Secretary  Lidustrial  Trust  Com- 
pany, Providence. 

South  Carouna:     W.  K.  McDowell,  President  Exchange  Banking 
db  Trust  Company,  Charleston. 

SoxTTH  Dakota:    A.  Kopperud,  President  Security  Bank  &  Trust  Com- 
pany, Webster. 

Tennessee:    Walter  McCot,  Cashier  Mechanics  Bank  A  Trust  Com- 
pany, Knoxville. 

Texas:     D.  Anslbt,  Vice-President,    Central    Trust    Company,    San 
Antonio. 

Utah:     F.  M.  Michelsen,  Cashier  Utah  Savings  A  Trust  Company, 
Salt  Lake  City. 

Vbmont:    F.  G.  Howland,  Treasurer  Barre  Savings  Bank  A  Trust 
Company,  Barre. 

207 


Digiti 


zed  by  Google 


ynusNu:    H.  M.  Kbol,  President  Thist  Company  of  Norfolk,  Norfolk. 
WASHmoTON:    W.  J.  KoMBiras,  Viee-Preeident  Union  Trust  Company, 

Spokane. 
West  Viboinia:     H.  A.  Abbott,  Cashier    Graftcm  Banking  A  Trust 

Company,  Grafton. 
Wisconsin:    W.  H.  Pubnill,  Secretary  North  Western  Loan  &  Trust 

Company,  Kenosha. 
Wyomino:    F.  G.  S.  Hessb,  President  Wyoming  Loan  A  Trust  Co., 

Buffalo. 
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TWENTT-FOUETH  ANNUAL  MEETING 

TRUST  COMPANY  SECTION 

Amsbigan  Banxebs  Association 

At  St.  Louis^  Missoubi 
September  29  and  30, 1919  • 

The  first  session  was  held  in  the  Ball  Room  of  the  Hotel 
Statler,  on  Monday,  September  29,  1919,  at  2  p.  m.  John  W. 
Flatten,  President  of  the  Section,  presided. 

The  invocation  was  pronounced  by  the  Reverend  G.  A. 
Hulbert,  DJD.,  Pastor  Kingshighway  Presbyterian  Church, 
St.  Louis. 

The  address  of  welcome  was  delivered  by  Breckinridge 
Jones,  president  of  the  Mississippi  Valley  Trust  Company, 
St.  Louis,  and  known  in  trust  company  circles  as  the  ''Father 
of  the  Section."  Mr.  Jones  in  welcoming  the  delegates  and 
guests,  spoke  in  part  as  follows: 

Thoe  is  something  of  vital  importance  at  this  time  that  may  be 
brou^t  to  your  attention  in  connection  with  your  meeting  in  this 
etty,  which  has  for  hundreds  of  miles  about  it  great  agricultural  in- 
terests. In  the  disturbed  condition  of  labor  all  over  this  country, 
with  the  disposition  of  many  of  the  labor  agitators  to  confiscate 
property,  a  result  sought  to  be  largely  accomplished  in  the  Plumb 
Bill  relating  to  our  railroads,  there  is  the  declared  purpose  that  the 
principle  that  is  to  be  applied  to  the  railroads  must  apply  not  only 
to  the  raiLroads  but  to  all  other  essential  industries.  If  these  results 
are  attained,  that  is,  if  our  railroads  and  other  essential  industries 
are,  in  effect,  nationalised,  and  the  property  rights  in  them  are  not 
recognised,  the  next  step  will  be  the  practical  confiscation  of  the 
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farms  by  a  control  of  the  prices  of  the  products  of  the  farm.  It  is 
from  the  farm,  where  the  farmer  owns  his  property,  where  he  recognises 
property  rights,  I  believe  this  country  has  to  largely  look  for  its 
protection.  A  member  of  Congress  from  an  industrial  center  would 
have  very  little  chance  for  re-election  if  he  should  antagonise  the  labor 
element.  But  when  you  get  to  a  representative  from  a  great  agri- 
cultural district,  or  to  a  Senator  from  an  agricultural  state,  I  believe 
you  will  find  an  independence  of  thought  and  an  advocacy  of  the 
fundamental  principles  of  our  government,  and  a  determination  to 
uphold  them,  that  will  be  very  well  worth  your  notice.  You  get  that 
from  this  agricultural  section  of  the  country.  As  the  subject  of  un- 
rest is  the  point  now  so  much  under  consideration,  I  desire  to  put 
out  a  thought  or  two  on  that  subject. 

A  great  many  of  those  agitators  are  sajring  now  that  they  would 
like  to  have  a  Soviet  Government  in  this  country.  Do  you  know 
that  the  foundation  principle  of  the  Soviet  Government  in  Russia 
is  that  no  man  except  one  who  works  with  his  hands  and  who  does 
not  have  another  man  in  his  employ  shall  vote?  Only  the  man  that 
works  with  his  hands  and  his  wife,  if  she  is  supporting  him,  can  vote. 
If  he  employs  anybody  else  to  cook  for  him  or  to  work  for  him,  being 
thus  an  employer,  he  cannot  vote.  If  he  is  a  professional  man  and 
labors  with  his  brains  instead  of  his  hands,  from  the  standpoint  of  the 
Soviet  rulers,  he  has  no  vote.  In  this  country,  in  1776,  we  went  to 
war  practically  over  the  proposition  of  taxation  without  representation, 
yet  these  men  with  this  novel  idea  of  government  now  come  along 
and  want  to  say  that  property  shall  have  no  rights  at  all.  The  ownex 
of  property,  if  he  owns  enough  property  to  have  to  hire  somebody 
else  to  help  him  take  care  of  it  or  to  make  it  productive,  shall  not 
be  allowed  a  vote.  That  principle  will  not  go  with  the  American 
people.  They  may  get  the  laborers  and  the  peasants  of  Russia  to 
form  a  party  to  work  together,  but  I  do  not  believe  that  that  can 
be  accomplished  in  America.  Now,  it  is  difficult  to  point  the  differ- 
ence in  principle  between  a  Democrat  and  a  Republican.  I  do  not 
think  it  is  now  a  difference  in  principle  at  all;  it  is  largely  a  question 
of  prejudice  and  tradition.  I  believe,  when  it  comes  to  a  consideratiofi 
of  the  protection  of  property  rights,  the  property  owner,  whether  he 
be  the  owner  of  a  large  or  small  piece  of  property,  and  whether  it 
be  in  the  city  or  the  country,  will  find  it  will  be  to  his  best  interest 
to  co-operate  with  the  great  agricultural  interests  of  America.  It  is 
with  that  thought  that  I  want  to  congratulate  you  in  meeting  out 
here  in  the  metropolis  of  this,  the  greatest  agricultural  valley  in  the 
United  States. 

I  would  like  to  speak  a  few  words  about  our  advertising.  All  the 
trust  companies  are  trying  to  put  out  a  certain  class  of  educational 
advertising.    We  are  trying  to  convince  the  people  of  our  oommunities 


Digiti 


zed  by  Google 


TRUST  COMPANY  SECTION  211 

thftt  it  is  necessary  first  to  have  a  trust  company  service  and  to  do 
that  in  a  general  way  before  we  get  down  to  the  point  of  specifying 
oar  particular  trust  company  as  the  best  to  give  that  service.  I  be- 
lieve we  could  make  a  great  saving  if  we  could  have  a  central  office, 
have  an  officer  there  or  a  board  that  would  make  a  selection  of  the 
best  advertising  that  they  could  find  all  over  the  country,  arrange 
it|  and  put  it  in  shape  and  then  report  it  back  in  the  section  so  that 
each  member  may  get  the  benefit  of  the  best  thought  originated  by 
the  publicity  men  or  by  officers  of  the  trust  companies.  Not  only 
could  this  matter  be  used  by  the  individual  trust  company,  but  all 
the  trust  companies  of  a  large  city  could  get  together  and  conduct  a 
co-operative  publicity  campaign.  In  this  way,  the  public  would  under- 
stand that  there  was  nothing  personal  in  the  appeal,  but  that  all  the 
fiduciary  corporations  of  the  city  were  uniting  to  educate  that  city 
in  the  advantages  of  the  corporate  fiduciary. 

This  centralization  of  educational  effort  would  have  its  effect  on 
newspapers  and  other  publications,  as  well  as  on  the  public.  For  in- 
stance, if  in  St.  Louis  the  trust  companies  were  conducting  a  co-opera- 
tive educational  campaign,  the  newspapers  of  St.  Louis  might  be  quite 
rea4y,  by  reason  of  the  paid  display  advertising,  to  treat  that  cam- 
paign and  the  reasons  for  it  and  the  results  of  it  as  news.  In  precisely 
the  same  way,  if  the  Trust  Company  Section  were  active  in  educa- 
tional publicity  all  over  the  country,  such  items  of  general  interest 
as  it  sent  out  to  the  editorial  departments  of  newspapers  and  magazines 
would  deserve  space,  and  in  most  cases,  would  get  space. 

I  cannot  stop  to  go  into  details  at  this  time,  but  it  seems  that  a 
logical  development  of  this  idea  might  be  for  the  Trust  Company 
Section  to  publish  advertising  matter  in  magazines  of  general  circu- 
lation, which  would  be  a  valuable  adjunct  to  the  educational  and 
promotional  work  of  every  trust  department  in  the  country.  What 
we  want  to  do  is  to  get  the  people  everywhere  to  recognize  what  we 
believe,  not  only  as  a  matter  of  self-interest,  but  as  a  matter  of  public 
good,  that  the  trust  companies  can  give  better  service  in  the  matter 
of  execution  of  trusts  than  it  is  possible  for  an  individual  to  do.  We 
should  get  that  general  idea  before  the  people.  I  have  seen  some 
figures  recently  of  some  trust  companies  in  San  Francisco  and  Los 
Angeles.  I  believe  there  only  about  three  per  cent  of  the  estates 
were  administered  by  trust  companies.  I  doubt  if  it  is  more  than  that 
in  this  city.  As  long  as  that  is  the  case,  gentlemen,  we  are  not  doing 
our  duty.  We  are  not  convincing  the  people  that  it  is  as  much  to 
their  interest  as  it  is  ours  for  them  to  patronize  trust  companies.  I 
express  the  hope  that  in  the  development  of  the  work  in  the  Trust 
Comi>any  Section  there  is  something  there  that  we  can  get  hold  of 
in  the  way  of  co-operation  in  advertising  that  will  be  of  benefit  to  us 
aU. 
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On  behalf  of  the  trust  eompaniee  and  banks  in  St  Louis,  and  all 
our  oitisens,  I  assure  you  that  it  is  a  great  pleasure  to  have  the  trust 
companies  of  America  oome  here  at  this  time  and  be  our  guests.  I  ask 
you  to  judge  St.  Louis  by  the  cordiality  and  hospitality  that  you  find 
here.    I  thaok  you.    (Applause.) 

The  reply  to  the  address  of  welcome  was  made  by  Uaal 
M.  McCarter,  president  Fidelity  Trust  CJompany,  Newark, 
N.  J.,  and  ex-president  of  the  T^ust  Company  Section.  Mr. 
McCarter,  after  referring  briefly  to  the  circumstances  sur- 
roimding  the  invitation  to  respond  to  the  address  of  welcome, 
said: 

In  behalf  of  the  members  of  this  section,  representing  as  we  do 
trust  companies  from  every  state  in  this  Union,  I  desire  to  express 
the  deep  gratitude  of  all  the  delegates  here  idiich  we  would  have  you 
convey  to  the  various  local  committees  and  the  people  of  this  conn 
monwealth  for  the  welcome  which  we  know  you  extended  to  us  in 
convention  here.  When  we,  the  members  of  this  Section,  learned  that 
we  were  to  come  to  St.  Louis,  we  were  thrilled  to  the  core.  Those  of 
us  who  had  been  here  before  were  delighted  to  renew  the  old  ac- 
quaintances which  we  have  made  on  previous  occasions,  and  those  of 
us  who  had  never  been  here  before  were  anxious  to  make  acquaintances 
and  to  enjoy,  as  we  expect  to  enjoy— even  to  the  utmost— the  far- 
famed  hospitality  for  which  your  city  is  so  famous. 

In  speaking  of  present  day  conditions,  Mr.  McCarter  stated: 

We  are  sailing  in  an  imcharted  sea  and  with  the  needle  of  our 
compass  pointing  in  every  direction  at  the  same  time,  and  the  lifelong 
experience,  even  of  an  old  man,  offers  no  guide  or  protection  to  the 
unknown  troubles  to  which  we  are  going.  I  feel,  my  friends,  members 
of  the  Trust  Company  Section,  that  we  have  a  firm  duty  to  perform. 
I  believe  it  to  be  our  absolute  duty  when  we  return  to  our  several 
homes  and  resume  the  management  of  our  several  iostitutions  that  we 
as  bankers  shall  do  two  things.  We  should  preach  the  propaganda  of 
Americanism  with  the  proper  recognition  of  the  constituticm  and 
liberties  contained  in  that  constitution.  I  feel  that  if  this  countiy  is 
to  continue  to  hold  its  premier  position  among  the  nations  of  the  worid, 
you  and  I  in  our  business  ramifications  have  got  to  preach  one  hun- 
dred per  cent,  production  to  the  end  that  we  may  produce  the  goods 
to  keep  this  coimtry's  position  good.  I  dont  want  to  take  mjrself 
too  seriously,  as  I  conceive  it  to  be  no  part  of  my  duty  to  discuaa 
economic  or  social  questions.  I  assume  that  during  the  progress  of 
this  convention  these  questions  will  receive  full  and  proper  attention 
and  I,  therefore,  in  closing  my  remarks  to  you,  Mr.  Jones,  beg 
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to  thank  you  for  all  the  arrangements  of  hospitality  that  have  been 
prepared  for  us  and  to  say  that  we  will  avail  ourselves  of  them  to 
the  utmost  and  that  when  we  return  to  our  several  homes  we  will 
be  better  able  to  meet  the  unknown  dangers  through  which  we  are 
pasong  because  we  have  had  the  privilege  of  being  here  in  your  beauti- 
ful dty. 

Richard  S.  Hawes,  Vice-President  of  the  American  Bankers 
Association,  was  then  invited  to  address  the  members,  where- 
upon Mr.  Hawes  referred  to  the  efforts  made  during  the  past 
year  to  bring  the  Association  to  a  higher  state  of  efficiency 
and  usefulness  and  appealed  to  the  delegates  to  co-operate 
whole-heartedly  in  securing  this  result. 

John  S.  Drum,  Second  Vice-President,  American  Bankers 
Association,  presented  to  the  delegates  several  suggestions 
which  he  believed  would  greatly  improve  the  usefulness  of 
the  Association's  work. 

REPORT  OF  CHAIRMAN  OF  EXECUTIVE 
COMMITTEE 

Edmund  D.  Hulbebt 

Since  the  twenty-third  annual  meeting  of  the  Section,  the  Executive 
Committee  has  held  six  meetings. 

At  the  first  meeting,  which  was  held  at  the  Congress  Hotel,  Chicago, 
Illinois,  September  24,  1918,  yotir  present  Chairman  and  Secretary 
were  elected. 

The  second  meeting  was  held  on  December  11,  1918,  at  the  office 
of  the  Association  in  New  York  City.  Aside  from  items  of  routine 
buainesB,  the  Committee  discussed  the  matter  of  a  change  in  the  form 
of  the  Annual  Proceedings,  after  which  it  adopted  the  following 
resolution: 

^'Resolved,  That  it  is  the  sense  of  this  Committee  that  the  annual 
proceedings  of  the  Trust  Company  Section,  beginning  with  the  1919 
Convention  should  be  published  in  separate  booklet  form  and  sent 
to  all  members  of  the  Section  as  early  as  practicable  following  the 
dose  of  the  Annual  Convention,  and  that  the  morocco  bound  copies 
of  the  proceedings  be  dispensed  with  as  far  as  members  of  the  Trust 
Company  Section  are  concerned,  and  that  the  Administrative  Com- 
mittee be  informed  of  the  desire  of  the  Trust  Company  Section  in 
this  respect." 

The  reports  of  Sub-Committees  were  then  received,  discussed  and 
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acted  upon.  Special  mention  is  here  made  of  action  taken  in  connec- 
tion with  the  Committee  on  Standardization  of  Forms  and  Charges. 
Mr.  J.  A.  House,  Chairman,  requested  an  enlargement  of  the  Com- 
mittee, in  order  that  a  division  of  the  work  could  be  made.  A  resdu- 
tion  was  adopted  authorizing  the  Chairman  to  enlarge  the  Committee 
and  divide  its  work. 

On  account  of  the  growing  importance  of  the  Railroad  situation  a 
Special  Committee  on  Railroad  Securities,  number  not  to  exceed  &ve, 
was  authorized  at  this  meeting. 

The  third  meeting  of  the  Committee  was  held  at  the  office  of  the 
Association  in  New  York,  on  February  21,  1919,  the  day  following  the 
Annual  Banquet  of  the  Trust  Companies  of  the  United  States.  In 
addition  to  the  consideration  of  reports  of  officers  and  Committees, 
it  was  decided  through  the  adoption  of  an  appropriate  resolution 
that  no  officer  of  a  trust  company  or  bank  should  be  held  eligible  for 
membership  on  the  Executive  Committee  of  the  Trust  Company  Sec- 
tion, unless  the  trust  company  or  bank  with  which  said  officer  was 
connected  was  an  Active  Member  of  the  Trust  Company  Section. 

At  this  meeting  President  Flatten  introduced  the  subject  of  mem- 
bership of  the  Second  Vice-President  of  the  Association  upon  the 
Administrative  Committee,  after  which  the  following  preamble  and 
resolution  were  unanimously  adopted: 

"Whereas,  The  Constitution  of  the  American  Bankers'  Association  does 
not  provide  that  the  Second  Vice-President  of  the  Association  shall 
be  a  member  of  the  Administrative  Committee,  and 

"Whereas,  It  is  the  consensus  of  opinion  of  this  Committee  that 
the  best  interests  of  the  Association  will  be  served  by  including  the 
Second  Vice-President  in  the  membership  of  said  Committee;  there- 
fore, be  it 

"Resolved,  That  this  Committee  hereby '  recommends  the  prepara- 
tion and  passage  of  an  appropriate  amendment  to  the  Constitution 
of  the  Association  in  order  to  provide  for  membership  of  the  Second 
Vice-President  of  the  Association  upon  the  Administrative  Com- 
mittee." 

The  question  of  the  removal  of  the  office  of  the  American  Bankers* 
Association  to  Washington,  D.  C,  was  also  fully  discussed,  after  which 
the  foUowing  preamble  and  resolution  were  unanimously  adopted  by 
the  members  present: 

"Whereas,  The  Committee  on  Co-ordination  of  Association  activities, 
created  by  the  Executive  Council  to  unify  the  efforts  and  work  of 
the  Association,  reported  to  the  Chicago  Convention  in  regard  to  the 
question  of  moving  the  headquarters  of  the  Association  to  either  Wa^- 
ington  or  Chicago,  that  in  their  belief,  such  a  move  was  not  advisable 
nor  practicable  at  this  time,  but  recommended  instead  that  an  office 
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be  opened  as  soon  as  practicable  in  Washington,  in  charge  of  a  com- 
petent representative  as  assistant  to  the  general  counsel  and  with  such 
other  duties  as  might  be  required  by  the  Administrative  Committee, 
which  report  was  unanimously  adopted  by  the  Convention,  the  supreme 
body  thereby  declaring  its  policy  and  purpose  in  accordance  there- 
with, and 

"Whereas,  The  Administrative  Committee  of  the  Association  adopted 
a  resolution  at  its  meeting  in  New  York  on  January  23,  1919,  giving 
reasons,  more  specious  than  sound,  why  the  headquarters  should  be 
removed  to  Washington,  and  directing  that  such  resolution  be  for- 
warded to  the  members  of  the  Executive  Committees  of  the  respective 
Sections  and  the  members  of  the  Executive  Council  of  the  American 
Bankers  Association,  and  upon  majority  vote  that  such  removal  be 
proceeded  with,  which  majority  vote,  it  is  confidently  believed,  has 
been  obtained  without  due  consideration  and  in  deference  to  the 
prestige  of  the  Administrative  Committee,  and 

**Wherea8,  In  view  of  the  mandate  of  the  general  convention  that 
the  general  offices  should  remain  in  New  York,  such  removal  cannot 
with  propriety  be  proceeded  with  by  direction  of  a  lesser  authority, 
bat  will  require  contrary  action  at  the  next  general  convention,  if 
then  deemed  wise  and  practicable,  and 

**Wherea8,  Irrespective  of  the  propriety  the  foUowing  reasons  demon- 
strate the  soimdness  of  the  decision  of  the  general  convention  that 
removal  to  Washington  is  at  present  neither  wise  nor  practicable, 
but  the  purposes  of  the  Association  will  be  best  served  by  the  estab- 
lishment of  a  branch  office  there  as  recommended  by  the  Committee 
on  Co-ordination,  vis.: 

''1.  The  Association  is  a  financial,  not  a  political  organization,  and 
New  York,  where  its  headquarters  are  located,  is  the  financial  centre 
of  the  Nation; 

The  largest  Federal  Reserve  Bank  and  the  largest  financial  institu- 
tions are  located  in  New  York; 

"2.  The  greater  part  of  the  membership  necessarily  visit  New  York 
in  connection  with  financial  business  and  in  far  greater  numbers  than 
in  any  other  city.  The  advantages  to  them  of  the  facilities  of  the 
Anodation  offices  and  the  advantages  to  the  Association  of  their 
personal  touch  in  connection  with  Association  affairs  and  their  advice 
on  matters  of  banking  policy  and  practice  would  be  lost  in  a  large 
degree  by  such  removal; 

"3.  The  Association  through  its  Federal  Legislative  Committee 
working  from  headquarters  in  New  York  with  occasional  visits  to 
Washington,  and  working  through  its  members  in  every  state,  has 
been  increasingly  successful  in  a  legitimate  way  in  procuring  the 
serious  attention  and  action  of  Congress  upon  matters  of  law  and 
legislative  policy  affecting  banking  interests,  and  the  Association  has 
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acquired  a  reputation  of  working  for  sound  banking  and  the  public 
welfare  and  not  for  selfish  ends.  There  is  grave  question  whether  this 
favorable  standing  would  not  be  lost  and  the  dignity  and  weight  of 
influence  of  the  Association  minimised  and  discredited  by  removal 
of  the  main  headquarters  to  the  Nation's  Capitol.  Too  much 
familiarity  breeds  contempt.  The  public  charge  made  through  the 
newspapers  and  impressed  upon  the  minds  of  the  people,  that  a  great 
organization  of  bankers  was  camped  as  an  organization  of  lobbyists 
at  the  seat  of  the  national  government,  however  far  from  the  truth, 
might  be  disastrous  to  its  future  effectiveness; 

"4.  Congress  only  meets  certain  months  in  the  year,  and  for  the 
gathering  of  information  and  activities  in  connection  with  legislation, 
as  well  as  for  presenting  matters  for  attention  to  the  various  depart- 
ments of  Government,  a  branch  office  as  recommended  by  the  Com- 
mittee on  Co-ordination,  maintained  in  a  quiet  and  unobtrusive  way, 
would  answer  every  purpose.  Anything  more  would  be  harmful 
rather  than  beneficial.  More  effective  legislative  work  is  done  away 
from  than  at  the  Nation's  Capitol. 

"All  the  interests  of  the  national  banks  which  call  for  a  representa- 
tive in  Washington,  as  well  as  all  banks  organized  under  state 
charters,  can  be  effectively  handled  by  a  representative  in  a  brandi 
office; 

"5.  From  the  standpoint  of  the  state  iostitutions  who  favor  con- 
tinuance of  their  state  charters  and  regulations,  the  thought  suggests 
itself  that  the  maintenance  of  the  Association  headquarters  at  the 
National  Capitol  might  have  a  tendency  toward  nationalization  of 
all  state  institutions  and  the  gradual  extinction  of  state  banks  by  the 
subtle  influence  of  the  national  atmosphere  upon  the  Association 
itself,  which  is  the  source  and  mouthpiece  of  their  aims  and  policies. 

"6.  Aside  from  matters  of  Federal  Legislation,  interpretation  of 
laws  and  departmental  rulings,  there  are  many  other  activities  of  the 
Association — protection  against  criminals,  education,  insurance,  improve- 
ment of  banking  methods,  publication  of  the  Association  Journal— 
as  to  which  there  is  absolutely  no  reason  for  removal  to  Washington, 
and  in  the  promotion  of  which  the  Association  is  immeasurably  better 
equipped  at  its  present  location  than  elsewhere,  and 

"Whereas,  The  proposed  removal  will  be  especially  detrimental  to 
the  Trust  Company  Section  for  the  following  reasons: 

**1,  The  work  of  the  Trust  Company  Section,  which  is  constantly 
reaching  a  higher  state  of  efficiency,  cannot  be  effectively  prosecuted 
if  removed  from  its  present  location. 

**2.  A  close  personal  relationship  has  been  developed  through  the 
contact  of  members  with  the  Secretarsr's  office  wbjle  visiting  New 
York  from  all  parts  of  the  country. 

''3.    The  Section's  Committee  on  Federal  Legislation  has  demcHH 
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Btrated  its  ability  to  eflfectively  prosecute  its  work  as  at  present  con- 
stituted and  without  any  taint  of  accusation  relative  to  lobb3ring. 

"4.  The  Section's  Committee  on  Publicity,  through  which  substantial 
sayings  have  already  been  effected  for  member  companies  in  all  parts 
of  the  country  and  through  whose  program  of  action  when  more  fully 
executed  will  be  enabled  to  effect  savings  of  many  hundreds  of  thou- 
sands of  dollars  for  members,  and  greatly  stimulate  fiduciary  activity 
in  all  parts  of  the  country,  and  the  fullest  measure  of  help  for  the 
prosecution  of  this  Committee's  program  can  only  be  successful  through 
the  kind  of  assistance  obtainable  in  New  York. 

"5.  The  Committee  on  Co-operation  with  the  Bar,  which  was 
created  at  the  last  Convention  of  the  Association  at  Chicago,  has 
formed  facilities  in  New  York  City,  which,  if  disturbed,  will  seriously 
impair  the  usefulness  of  its  work  which  is  of  vital  importance  to  trust 
companies  in  every  state  in  the  Union. 

"6.  The  Chairmen  and  members  of  other  important  Committees  of 
the  Section,  during  their  frequent  visits  to  New  York  are  enabled  to 
further  the  work  of  their  several  Committees  through  a  conference 
or  reference  to  important  papers  on  file  in  the  Section's  office,  all  of 
which  contact  would  be  destroyed  if  the  offices  were  removed  to 
Washington,  and 

*^  Whereas,  For  the  above  reasons  as  well  as  for  minor  reasons  of 
inexpediency  in  losing  a  large  part  of  a  trained  office  force,  the  expense 
and  mconvenience  involved  in  such  a  removal  of  the  entire  Associa- 
tion headquarters,  and  above  all  because  we  feel  that  the  hasty  decision 
for  removal  has  been  based  upon  insufficient  consideration  and  that  the 
entire  membership  of  the  Association  should  not  be  deprived  of  a 
voice  in  the  matter;  therefore,  be  it 

"Resolved,  That  it  is  the  consensus  of  opinion  of  the  Trust  Company 
Section  of  the  American  Bankers  Association  that  no  further  action 
be  taken  in  respect  to  the  contemplated  change  \mtil  the  next  aimual 
session  of  the  general  convention  which  is  the  supreme  body  of  the 
Aasociation;  and  be  it  further 

"Resolved,  That  copies  of  this  resolution  be  forwarded  immediately 
to  the  President  and  Vice-Presidents  of  the  Association,  the  members 
of  the  Executive  Council  and  members  of  the  Executive  Committees 
of  the  various  Sections,  and  that  the  Secretary  of  the  Trust  Company 
Section  be  instructed  to  procure  publication  of  this  resolution  in  the 
next  issue  of  the  Journal  of  the  Association  and  forward  the  same  to 
all  members  of  the  Trust  Company  Section." 

That  the  action  of  the  Executive  Committee  in  re^>ect  to  the  re- 
moval of  the  Association  offices  was  in  accord  with  ^e  views  of  mem- 
bers 18  evidenced  by  the  large  number  of  letters  received  from  members 
approving  the  subject  matter  of  the  resolution. 
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The  fourth  meeting  of  the  Committee  was  held  at  the  Greenbrier 
Hotel,  White  Sulphur  Springs,  West  Virginia,  Monday,  May  19,  1919, 
at  which  time  the  resignation  of  W.  L.  Hemingway  as  a  member  of 
the  Committee  was  presented  and  accepted,  and  an  appropriate  resdu- 
tion  in  recognition  of  his  service  adopted. 

Through  the  adoption  of  another  resolution  the  approval  of  the 
Committee  was  given  to  the  policy  adopted  by  President  Flatten  in 
reference  to  reporting  to  the  Committee  the  business  transacted  at 
the  several  meetings  of  the  Administrative  Committee  of  the  Asso- 
ciation, of  which  he  was  a  member,  and  calling  upon  future  presidents 
of  the  Section  who  would  serve  upon  the  Administrative  Committee 
to  continue  this  practice. 

The  question  of  the  publication  of  the  annual  proceedings  of  the 
Association  and  the  expense  incident  thereto  was  again  discussed  and 
the  sense  of  the  Committee  appeared  in  the  following  resolution: 

"Resolved,  That  it  is  the  sense  of  this  Committee  that  the  publica- 
tion and  distribution  of  the  annual  proceedings  be  discontinued  and 
that  the  Executive  Council  be  so  advised." 

The  fifth  meeting  of  the  Committee  was  held  in  the  Greenbrier  Hotel, 
White  Sulphur  Springs,  West  Virginia,  on  Wednesday  May  21,  1919, 
for  the  purpose  of  filling  a  vacancy  created  in  the  Committee  throuf^ 
the  resignation  of  Mr.  W.  L.  Hemingway  and  also  for  the  purpose  of 
creating  a  Special  Committee  on  Legislation  to  act  jointly  with 
similar  Committees  appointed  by  the  Savings  Bank  and  State  Bank 
Sections  of  the  Association  in  the  formation  of  a  joint  Conference 
Committee  to  act  under  the  proposed  amendment  to  the  Constitution 
of  the  Association,  permitting  separate  action  in  Federal  Legislative 
matters  by  State-chartered  institutions. 

At  this  meeting  Mr.  J.  A.  House  resigned  as  a  member  of  the  1921 
class  and  was  re-elected  as  a  member  of  the  1920  class,  to  fill  a  vacancy 
caused  by  the  resignation  of  Mr.  Hemingway.  Mr.  Theodore  G.  Smith 
was  thereupon  elected  a  member  of  the  1921  class  to  fill  a  vacancy 
caused  by  the  resignation  of  Mr.  House. 

Through  the  adoption  of  an  appropriate  resolution  a  Special  Com- 
mittee on  Legislation,  composed  of  Willis  H.  Booth,  Frank  W.  Blair 
and  A.  A.  Jackson,  was  created. 

At  the  sixth  meeting  of  the  Committee,  held  this  morning  in  this 
room  the  following  business  was  transacted: 

Committee  reports  were  heard,  discussed  and  approved  for  presenta- 
tion at  this  meeting. 

At  a  joint  meeting  of  the  Executive  Committee  with  the  State  Vice- 
Presidents  held  at  11:30  this  morning  the  progress  and  development 
of  trust  companies  in  many  states  were  discussed. 

A  gratifsring  increase  in  our  membership  has  been  recorded,  and  our 
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expenses  have  kept  within  the  appropriation.  Both  of  these  items 
will  be  treated  in  a  separate  report. 

The  Sub-Committees  of  the  Section  are  actively  engaged  in  work 
pertaining  to  their  particular  spheres  of  activity,  Uie  results  of  which 
will  be  revealed  in  reports  to  be  submitted  at  this  meeting. 

A  continuous  correspondence  has  been  carried  on  with  the  Secre- 
tary and  frequent  visits  have  been  made  by  your  Chairman  to  the 
Secretary's  office.  This  has  enabled  a  close  contact  to  be  maintained 
at  all  times  and  matters  presented  for  decision  to  be  handled  with 
promptness.  Two  communications  have  been  recently  addressed  to 
memberB  by  your  Chairman  in  reference  to  subjects  of  interest  at  this 
time  to  trust  companies.  One  letter  sent  to  all  members  made  inquiry 
regarding  the  general  plan  being  followed  in  reinstating  the  returned 
soldier  or  sailor  and  the  necessity  for  dispensing  with  the  services  of 
those  who  have  been  filling  vacancies  caused  by  war  necessity.  The 
other  letter  was  prompted  by  inquiries  received  at  the  Secretary's 
office  regarding  the  operation  of  pension  funds  and  welfare  work,  and 
was  sent  to  banks  and  trust  companies  known  to  be  operating  pension 
funds  or  promoting  welfare  work  for  their  employees.  Several  hun- 
dred replies  were  received  and  as  a  result  of  these  replies  articles  bear- 
ing upon  the  subjects  mentioned  were  published  in  the  Journal  of  the 
Association  and  sent  to  other  financial  publications  throughoTit  the 
coimtry.  In  common  with  other  lines  of  endeavor,  trust  companies  are 
necessarily  turning  more  and  more  attention  to  the  proper  develop- 
ment and  welfare  of  the  men  and  women  whose  service  is  being  pur- 
chased from  day  to  day  in  the  maintenance  and  upbuilding  of  these 
institutions. 

My  thanks  are  due  the  Secretary  of  this  Section  for  the  able  and 
efficient  manner  in  which  he  has  conducted  his  office.  He  has  been 
untiring  in  his  work  and  has  shown  constructive  ability  of  the  highest 
order.  He  is  entitled  to  a  large  share  of  credit  for  the  accomplish- 
ments of  the  past  year. 

REPORT  OF  THE  COMMITTEE  ON  LEGISLATION 
Henry  M.  Campbell,  Chairman 

I>uring  the  past  year  there  has  been  nothing  of  special  interest  to 
the  trust  companies  proposed  by  way  of  new  legislation  with  the 
exception  of  a  provision  relating  to  fiduciary  powers  in  a  bill  recently 
introduced  in  the  United  States  Senate  by  Senator  Edge  of  New  Jersey 
known  as  Senate  Bill^2^2. 

This  is  a  bill  autEorizing  the  incorporation  of  Federal  banks  under 
the  supervision  of  the  Federal  Reserve  Board,  for  the  purpose  of 
canying  on  an  international  or  foreign  banking  business.    The  in- 
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tention  of  the  act  is  that  such  corporations  when  organised  shall  he 
restricted  to  carrying  on  business  exclusively  in  foreign  countries,  it 
being  expressly  provided  that  they  shall  transact  no  business  within 
the  United  States,  except  such  as  is  incidentcd  to  their  foreign  businesB. 

Some  question  has  arisen  whether  the  provisions  safeguarding  the 
interests  of  domestic  banks  are  sufficiently  definite,  particularly  regard- 
ing the  receiving  of  deposits  in  this  country  and  the  provisions  cover- 
ing the  borrowing  and  lending  of  money  on  real  and  personal  securities. 
But,  as  these  matters  are  of  general  interest  to  all  members  of  the 
Association  and  are  not  particularly  confined  to  trust  companies,  this 
Committee  has  not  undertaken  to  deal  with  them,  especially  as  other 
appropriate  committees  have  them  in  hand  and  are  giving  them  effi- 
cient attention. 

There  was  one  clause  of  the  bill,  however,  as  (originally  drawn  which 
distinctly  fell  within  the  purview  of  this  Committee.  Section  6  pro- 
vided that  banks  organized  under  the  proposed  law  might  exercise  all 
of  the  fiduciary  powers  specified  in  Sec.  11  (k)  of  the  Federal  Reserve 
Act  which  the  Federal  Reserve  Board  is  authorised  to  confer  upon 
National  Banks. 

It  has  been  the  constant  endeavor  of  this  Committee  to  safeguard 
the  administration  of  trusts  in  such  manner  as  to  give  them  complete 
effect  in  accordance  with  their  true  intent  and  meaning.  To  aocom^ 
plish  this,  two  things  are  especially  necessary;  first,  complete  segrega^ 
tion  of  the  trust  properties  and  functions  from  all  other  kinds  of  busi- 
ness, and,  second,  their  construction  and  administration  in  accordance 
with  local  laws  and  customs. 

Trusts  are  fimdamentally  different  from  general  banking  and  a  com- 
mingling of  the  two  will  almost  inevitably  result  in  trouble,  and  as 
trusts  are  peculiarly  local  in  their  nature  and  the  rules  governing  their 
administration  vary  in  different  localities  in  accordance  with  local 
requirements,  no  general  law  operating  uniformly  throughout  the 
country  can  be  satisfactory.  No  such  general  law  has  been  attempted 
and  if  attempted  by  Congress  would  probably  be  unconstitutional. 
The  United  States  Supreme  Coiut  sustained  the  power  of  Congreas 
to  confer  trust  powers  upon  National  Banks  only  to  the  extent  that 
like  powers  are  exercised  by  State  Corporations  and  under  the  same 
limitations. 

Having  these  considerations  in  mind  the  Committee  in  conjunction 
with  the  Association  Committee  on  Legislation  called  the  attention  of 
Senator  Edge  and  the  Senate  Committee  to  this  feature  of  the  biU  and 
pointed  out  that  it  was  not  only  unessential  to  the  general  purpose  of 
the  bin  and  undesirable,  but  was  also  of  doubtful  validity.  It  was 
also  suggested  that  to  retain  the  clause  mi^t  arouse  hostility  to  the 
bill  as  a  whole,  which  might  otherwise  be  av<Mded. 

Governor  Hurding  of  the  Federal  Reserve  Board,  in  a  letter  accom- 
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panying  the  report  of  the  Senate  Committee  on  Banking  and  Currenoy, 
to  which  the  bill  had  been  referred,  also  called  attention  to  the  clause. 

Aa  the  matter  now  stands  Senator  Edge,  who  introduced  the  bill 
agreed  to  the  elimination  ai  the  dause  and  it  has,  at  the  time  of 
making  this  report,  passed  the  Senate  with  the  fiduciary  section 
stricken  out. 

The  Committee  will  continue  to  keep  track  of  the  bill  and  will  give 
such  further  attention  to  it  as  may  be  necessary. 

REPORT  OF  COMMITTEE  ON  PROTECTIVE  LAWS 

A  complete  report  of  your  Committee  on  Protective  Laws  would  in- 
volve a  lengthy  recital  of  events,  due  to  the  meeting  of  forty-three 
State  Legislatures.  It  is  the  piu^pose  to  bring  to  your  attention  only 
those  features  of  our  work  bearing  upon  Bills  and  legislative  situations 
of  primary  interest  to  Trust  Companies. 

Certain  Bills  have  been  common  to  several  states.  They  are  as 
follows: 

a.  Those  permitting  membership  in  the  Federal  Reserve 
System,  investment  in  capital  stock  of  Federal  Reserve  Banks, 
changing  reserve  requirements  to  agree  with  the  Federal  Reserve 
Act,  etc. 

b.  Bills  granting  trust  privileges  to  State  Banks  in  view  of 
the  wide  scope  of  powers  given  under  the  Phelan  Bill. 

c.  Bills  aimed  at  the  "Practice  of  Law"  by  Trust  Companies, 
and  in  some  states  forbidding  the  further  exercise  of  fiduciary 
powers. 

A  brief  reference  to  certain  Bills,  other  thsoi  those  above  mentioned, 
based  on  reports  received  from  State  Vice-Presidents,  follows: 

(Explanation  of  legislation  in  separate  states  omitted  for  lack  of 
space.) 

A  resume  of  Bills  introduced  in  the  various  State  Legislatures  shows 
that  many  legislative  oddities  were  manufactured  for  passage  by  the 
various  State  Legislatures.  This  indicates  clearly  the  advisability  or 
the  necessity  for  watching  more  closely  than  in  the  past  Bills  intro- 
duced in  all  States. 

The  method  of  carrying  on  the  work  of  the  Committee  has  been 
similar  to  that  used  in  preceding  years,  namely,  assigning  of  certain 
states  to  different  members  of  the  Committee,  they  in  turn  to  work 
through  the  State  Vice-President  of  the  Section  in  each  State. 

The  co-operation  of  the  Secretary  and  General  Counsel  at  the  Asso- 
ciation Headquarters  in  New  York  has  been  availed  of  throughout  the 
year,  and  the  work  has  been  done  in  co-operation  as  far  as  possible 
with  the  members  of  the  state  legislative  counsel  representing  the 
Association  in  such  state. 
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Several  emergencies  arose  throughout  the  year,  necessitating  im- 
mediate action,  and  your  Committee  reports  with  pleasure  thst  re- 
quests for  prompt  co-operation,  either  from  Association  Headquarters 
in  New  York  or  by  Trust  Company  or  bank  men  throughout  the 
coimtry,  have  met  with  ready  response. 

Respectfully  submitted, 

W.  T.  Kemper, 

F.  J.  H.  Sutton, 

Luaus  Tbtbb, 

John  Stitbs, 

Tom  F.  Rodgebb, 

Thbo.  G.  Smith,  Chairman. 

Festus  J.  Wade,  president  of  the  Mercantile  Trust  Com- 
pany, St.  Louis,  Mo.,  and  former  president  of  the  Trust  Com- 
pany Section,  was  invited  to  address  the  delegates,  and  spoke 
in  part  as  follows: 

First,  let  me  extend  to  you  a  most  hearty  welcome  to  this  little  old  town. 
Secondly,  let  me  suggest  to  you  a  thought  that  ought  to  be  carried 
through  in  the  deliberations  of  the  Convention,  one  which  I  know 
is  dear  to  all  our  hearts  and  has  yet  been  imsolved.  And  that  is  the 
popular,  or  rather  unpopular  situation  in  regard  to  the  cost  of  living. 
We  attribute  that  situation  to  a  great  many  causes;  some  of  us  will 
say  it  is  owing  to  the  high  cost  we  are  paying  fOT  labor;  others  will 
claim  that  it  is  a  natural  unrest  after  the  war;  others  will  claim  that 
because  we  have  become  so  suddenly  rich  as  a  nation  we  have  forgotten 
our  duty  to  the  world.  My  own  opinion  is — ^and  that  is  what  I  would 
like  to  have  you  consider  in  your  deliberations — that  the  fundamental 
cause  of  the  high  cost  of  living  that  prevails  throughout  the  world 
is  largely,  and  very  largely,  due  to  the  state  of  foreign  exchange 
market  in  America.  You  will  hear  at  times,  men  express  themselves 
with  pride  and  joy  at  the  wealth  and  strength,  financially  psirticularily, 
of  the  United  States  of  America.  They  will  point  with  pride  to  our 
great  hoard  of  gold,  but  they  have  forgotten  that  that  must  be  dis- 
continued or  we  will  find  what  the  high  cost  of  living  means  in  this 
country,  by  a  recession  of  business.  Formerly,  when  a  commodity  was 
sold  or  exported  to  Europe,  there  were  only  two  differentials  between 
the  cost  of  that  raw  material  in  America  and  Europe.  One  was  the 
cost  of  transportation  to  and  from  Europe— to  Europe  and  back  again 
after  it  was  manufactured;  and,  secondly,  the  cost  of  the  exchange, 
interest  charge.  What  happens  now?  Why  is  it  that  continental 
Europe  is  rioting?  Why  is  it,  occurrences  over  there  aren't  just  as 
they  are  here?  It  is  because  if  a  Frenchman  wants  to  buj'  a  bale  of 
cotton  in  America  to  export,  manufacture  and  ship  back  here,  he  must 
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pay  fifty  p^  cent  more  for  that  bale  of  cotton  tli&n  the  Amerioan 
manufacturer  pays.  You  say  that  ia  our  benefit:  Yes,  true,  it  is  our 
benefit.  But  it  is  a  differential  that  they  cannot  stand,  and  they  are 
our  best  customers.  Take  the  high  cost  of  cereab— wheat,  for  in- 
stance. While  we  all  complain  and  say  that  we  are  paying  too  much 
for  the  products  of  the  earth  that  we  are  purchasing  in  this  country, 
yet,  again,  through  the  operation  of  exchange  in  Germany  and  in 
Italy  and  in  France,  that  same  bushel  of  wheat  costs  them  $3.00  as 
against  our  $2.20.  Take  our  gold  situation:  I  remember  the  breaking 
out  of  the  war  between  European  nations,  before  we  went  into  it,  in 
the  early  days,  we  were  all  very  much  disturbed  because  gold  was 
flowing  in  Europe.  And  we  emptied  the  coffers  of  our  banking  institu- 
tions and  sent  the  magnificent  sum  of  one  hundred  million  dollars  to 
New  York  to  stem  the  tide.  Now,  that  more  than  three  billion  five 
hundred  millions  of  gold  in  the  treasury  of  the  Federal  Reserve  Bank 
systems  of  this  countiy  is  infinitely  a  greater  menace,  in  my  judgment, 
than  was  the  lack  of  the  gold  in  the  panic  of  1007,  1893,  or  the  early 
panic  in  1914.  What  will  happen  if  we  continue  to  gather  all  the 
gold  in  the  world  within  our  borders?  When  the  only  known  exchange 
in  the  settlement  of  balances  between  nations  is  gold?  They  haven't 
the  gold;  it  is  manifest  they  cannot  settle  in  that  medium  of  ex- 
change. And  unless  you  awaken  to  the  situation  that  we  are  now 
confronted  with,  we  may  find  another  medium  of  exchange,  and  our 
great  hoard  of  gold  will  not  look  so  valuable  as  it  does  now.  Another 
cause  of  the  imrest  over  the  world  is  the  fact  that  all  of  those  European 
nations  know  they  are  laboring  under  a  most  staggering  debt.  They 
owe  us  sums  so  great  that  no  man  can  figure  it  now  without  taking 
his  pencil  out  and  jotting  off  the  decimals.  And  on  top  of  that  they 
know  that  they  owe  us,  this  great,  rich  nation,  ten  billions  of  dollars 
on  demand.  What  is  the  remedy?  Lordl  If  I  only  knew,  gentlemen, 
I  would  be  the  happiest  man  in  America  to  give  it  to  you.  But  I  will 
make  just  a  few  random  suggestions  that  I  have  in  mind. 

If  I  had  my  way,  I  would  say  to  Europe,  "The  money  you  owe  us 
you  can  pay  back  in  installments  for  fifty  years,"  because,  in  the  last 
analysis,  I  don't  think  they  owe  us  one  dollar;  they  saved  civilization 
for  the  world  while  we  waited.  (Applause.)  If  I  had  the  power,  I 
would  take  a  billion  dollars  or  a  billion  and  a  half  of  ^old  that  is 
lying  idle  in  the  vaults  of  the  Federal  Reserve  banks  and  treasury  of 
this  coimtry,  and  I  would  lend  it  to  Europe;  I  would  lend  it  to  the 
great  coimtries  of  Europe;  I  would  encourage  all  of  Europe,  even 
Germany — to  go  back  to  industrial  activities,  to  industrial  life,  to  the 
end  that  they  might  be  rehabilitated  and  to  the  end  that  we  may 
continue  to  conduct  business  with  them. 

I  was  one  of  those  in  the  heat  of  passion  on  the  dasrs  that  the  war 
was  on,  and  I  almost  took  an  oath  I  never  would  buy  anything  made 
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in  Germany.  But  look  what  a  foolish,  childish  notion  that  ia.  Th^ 
must  pay  for  the  horrible  damages  they  have  committed,  and  we  must 
give  them  the  means  to  work  with  in  order  to  be  able  to  pay.  Failing 
in  that,  we  have  fooled  ourselves.  Just  think,  gentlemen,  what  is  the 
value  of  the  gold  that  we  have  locked  up?  We  point  with  pride  that 
under  the  Federal  Reserve  System  of  our  United  States  all  our  notes 
have  60,  60  and  75  per  cent  reserve.  Again,  if  I  had  my  way,  I  would 
put  that  reserve  to  forty  per  cent,  nay,  down  to  thirty-five  per  cent, 
even  thirty  per  cent,  in  order  that  the  conunerce  of  the  world  migjit 
start  up  again.  And  the  trust  company  officials  represented  here, 
particularly  your  Executive  Committee,  should  take  up  that  problem, 
should  find  a  solution  for  it,  or  at  least  make  a  constructive  suggestioa 
to  the  powers  that  be  in  Washington,  to  the  end  that  our  commerce 
may  continue  in  prosperity  as  it  is  at  present.     (Applause.) 

REPORT  OF  COMMITTEE  ON  PUBLICITY 

Since  the  Chicago  Convention,  the  Publicity  Committee  has  been 
collecting  and  disseminating  information  bearing  upon  all  phases  of 
advertising,  publicity,  and  new  business. 

Bulletin  No.  2  has  been  issued  and  sent  to  members.  It  has  met 
with  the  same  hearty  response  accorded  Bulletin  No.  1.  Some  of  the 
written  comments  are  as  follows: 

"Very  much  impressed  with  the  samples  of  copy  sent  out  in  your 
last  Bulletin.  We  believe  this  is  the  kind  of  co-operation  necessary 
among  trust  companies." 

''It  is  what  I  have  been  looking  for,  for  a  long  time." 

''It  is  something  that  the  busy  man  who  is  not  an  expert  on  advertis- 
ing absolutely  needs." 

"Very  helpful  and  we  thank  you  for  sending  it." 

Accompanying  Bulletin  No.  2  were  three  enclosures  requesting  ad- 
ditional printed  matter  and  information  bearing  upon:  1.  Safe  De- 
posit Advertisements.  2.  Voluntary  or  living  trusts  and  the  safe-keep- 
ing of  securities.  3.  Original  letters  from  testators  having  named 
trust  companies,  answering  the  question  "Why  I  Named  a  Trust 
Company  in  My  Will."  The  material  received  in  reply  to  these  re- 
quests will  be  properly  prepared  for  early  publication. 

In  a  recent  issue  of  the  Journal  of  the  Association  several  pages 
were  devoted  to  presenting  a  story  and  explanation  of  "Good  Wifl" 
copy  which  is  beginning  to  enter  quite  largely  into  trust  company 
advertising.  Your  Committee  strongly  reconunends  that  more  atten- 
tion be  given  to  this  form  of  advertising  by  trust  companies  whi<di 
calls  attention  in  a  broad-minded  way  to  public  and  civic  matters. 
Trust  companies  throughout  the  country  are  genuinely  interested  in 
the  up-building  of  their  commimities  and  with  this  in  mind  the  Com- 
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mittee   is   preparing  information  bearing  upon  this  subject  fcnr  the 
use  of  members  at  an  early  date. 

Co-operative  advertising  campaigns  featuring  fiduciary  facilities  are 
also  engaging  the  attention  of  the  Committee,  in  order  that  this  branch 
of  advertising,  which  has  been  so  successfully  conducted  in  Cleveland, 
Los  Angeles,  New  Orleans  and  other  cities  may  be  more  fully  de- 
veloi>ed. 

Considerable  testimony  regarding  savings  effected  for  members  has 
been  given,  and  a  large  number  of  letters  have  been  received,  and 
personal  calls  made  at  the  Secretary's  office,  seeking  help  in  the  estab- 
lishment of  new  business  and  publicity  departments,  as  well  as  sug- 
gestions bearing  upon  the  maintenance  of  this  work.  Under  the  di- 
rection of  the  Committee  there  have  been  prepared  a  large  number 
of  comprehensive  plans  to  fit  the  needs  of  particular  companies  in 
carrying  on  this  work. 

At  meetings  of  trust  company  men  held  in  Colorado,  Nebraska,  and 
Iowa,  the  work  of  the  Committee  was  presented  during  the  months 
of  March  and  April.  Throughout  the  month  of  June  the  work  of  the 
Committee  was  presented  at  bankers'  conventions  and  before  groups 
of  trust  company  men  in  the  States  of  California,  Oregon,  Washington, 
Idaho,  and  Iowa.  ^ 

As  a  result  of  presenting  the  work  of  the  Committee  at  a  meeting 
at  Seattle,  Washington,  in  June,  1919,  the  Trust  Company  Section 
of  the  Washington  Bankers'  Association  has  prepared  a  booklet  con- 
taining 100  advertisements  designed  to  fit  their  particular  needs  and 
conform  to  the  restrictive  laws  under  which  they  are  compelled  to 
operate.  A  large  number  of  advertisements  published  by  the  Com- 
mittee were  used  in  this  booklet. 

The  use  and  publication  of  the  advertisements,  distributed  through 
the  Bulletins  has  been  nation  wide  and  your  Committee  recommends 
and  strongly  urges  that  an  adequate  appropriation  be  secured  for  a 
more  complete  development  of  this  work  as  the  field  for  real  service 
to  members  through  this  channel  is  undoubtedly  very  wide  and  should 
receive  the  best  possible  support  in  order  to  properly  assist  in  the 
development  of  trust  company  business  throughout  the  country. 

I  wish  to  add  while  there  are  four  members  of  our  Committee  there 
is  also  a  silent  member  whose  endeavors  and  ability  as  a  trust  com- 
pany publicity  man  have  made  possible  the  results  which  have  been 
Accomplished.  That  silent  member  is  our  Secretary,  Leroy  A.  Mershon, 
And  I  desire  to  here  say  that  the  Committee  is  deeply  grateful  to  him 
/or  his  labors  in  furthering  this  work. 

Respectfully  submitted, 

Fbid  W.  Ellsworth, 

A.  H.  COOLEY, 

E.  F.  Feickbst, 

James  M.  Pratt,  Chairman. 
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Following  the  reading  of  the  above  report  Geo.  W.  Holmes, 
secretary  First  Trust  Company,  Lincoln,  Neb.,  inquired  re- 
garding the  possibility  of  co-operation  with  the  Financial 
Advertisers'  Association,  whereupon  the  Secretary  informed 
him  that  preliminary  inquiries  were  being  made  with  a  view 
to  a  closer  co-operation. 

REPORT  OF  THE  COMMITTEE  ON  STANDARDIZA- 
TION OF  FORMS  AND  CHARGES 

To  memberfi  of  Trust  Company  Section  of  American  Bankers'  Asso- 
ciation: Those  perplexing  and  vital  problems  confronting  the  average 
trust  company  incidental  to  a  determination  of  fair  and  adequate 
charges  for  trust  services,  led  to  the  appointment  of  a  committee  by 
the  Trust  Company  Section  of  the  American  Bankers'  Association  to 
make  a  careful  study  of,  and  report  on,  trust  company  charges. 

It  was  expected  that  this  committee  might  be  enabled  by  such 
study  to  present  a  standard,  or  at  least  a  practical  basis  for  determin- 
ing fees. 

It  was  generally  realized  that  there  existed  no  uniform  or  accepted 
basis  of  compensation,  and  that  there  existed  a  great  divergence  in 
charges,  not  only  between  various  sections  of  the  country,  but  also 
between  trust  companies  in  the  same  locality.  Likewise,  it  was  com- 
mon knowledge  that  the  fees  of  many  of  the  trust  companies  were 
inconsistent,  and  varied  from  time  to  time,  and  seemed  to  be  fixed 
to  meet  the  requirements  of  the  occasion  rather  than  being  computed 
upon  logical  and  business-like  schedules  of  uniformity. 

It  was  hoped  that  with  schedules  carefully  formulated  after  exhaustive 
study,  substantial  benefits  would  accrue,  not  only  to  the  trust  com- 
panies of  the  United  States,  but  to  the  clientele  of  the  companies  as 
well. 

Your  committee  has  made  its  investigation  and  study,  and  herewith 
presents  its  report,  and  accompanies  the  same  with  twelve  schedules 
and  sundry  notes  in  explanation  thereof. 

These  schedules  are  based  upon  the  following  determining  factors: 

(a)  That  a  standard  schedule  must  be  fixed  upon  a  basis  that  the 
average  duties  involved  and  responsibilities  assumed  are  those  usual 
in  the  average  trust  of  its  kind,  as  administered  in  the  average  com- 
munity, with  efficient  service  rendered  and  adequate  skill  employed. 

(b)  That  the  compensation  must  be  fair  and  reasonable  for  the 
service  rendered,  and  advantageous  to  the  patron  as  well  as  remunera- 
tive to  the  trust  company. 

(c)  That  exorbitant  charges  retard  or  prevent  the  growth  of  trust 
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busmess,  while  inadequate  charges  eventually  result  in  a  deterioration 
of  the  quality  of  service  rendered,  which  in  turn  reacts  unfavorably 
upon  the  expansion  of  trust  business. 

(d)  That  a  uniform  or  standard  method  of  charging  throughout  the 
countiy  should  tend  to  stabilize  the  trust  business  and  create  a  better 
public  opinion  of  the  value  of  trust  service. 

(e)  That  as  a  guide  or  indication  of  general  trust  costs  the  schedules 
should  serve  as  a  deterrent  to  that  evil  now  prevalent  in  many  com- 
munities, namely,  "injurious  price  cutting,"  which  practice  inevitably 
results  in  ineflScient  trust  service. 

To  acquire  the  necessary  information  the  committee  sent  a  ques- 
tionnaire to  hundreds  of  leading  and  representative  trust  companies 
in  all  parts  of  the  United  States,  so  prepared  as  to  elicit  the  facts 
desired  and  to  develop  as  much  detailed  information  as  possible.  The 
returns,  which  are,  of  course,  confidential,  revealed  the  greatest  varia- 
tion in  the  nature  and  amount  of  fees  for  any  given  service,  and 
disclosed  an  entire  lack  of  any  consistent  or  scientific  basis  of  com- 
pensation. In  a  few  cases  the  fees  were  unreasonably  high,  but  in  most 
instances  the  returns  showed  the  fees  to  be  wholly  inadequate  to  en- 
able the  average  trust  company  to  give  complete  and  efficient  service. 

The  information  thus  received  was  collated,  tabulated  and  care- 
fully analyzed.  Each  service  was  given  individual  consideration  in 
order  to  determine  as  nearly  as  mij^ht  be  the  average  amount  of  time 
and  degree  of  skill  required,  as  well  as  the  responsibility  assumed  by 
the  trustee.  By  means  of  this  process  the  committee  endeavored  to 
arrive  at  a  basic  schedule  of  fees  for  each  trust  service,  which  should 
be  adequate  and  fair,  both  to  the  company  and  to  the  patron,  and 
which  would  bear  some  logical  relationship  to  the  elements  which 
enter  into  the  fixing  of  prices  for  fiduciary  services,  namely:  the 
amount  and  nature  of  the  work  involved;  whether  it  be  clercial  or 
require  a  high  degree  of  professional  skill;  the  nature  and  degree  of 
responsibility  assumed  by  the  company;  and  the  value  of  the  service 
to  the  patron. 

The  returns  were  tabulated  in  geographical  divisions  as  follows: 
Eastern,  Central,  Southern  and  Western,  but  the  result  showed  no 
special  characteristics  incident  to  any  one  of  these  divisions,  except 
that  the  Pacific  Coast  trust  companies  quite  generally  followed  the 
California  fee  schedule. 

In  formulating  the  schedule  of  charges  submitted  by  it,  the  commit- 
tee fully  realized  the  difficulty  of  fixing  a  standard  which  could  be 
used  by  trust  companies  in  different  localities  and  which  would  apply, 
with  equal  fairness,  to  the  great  variety  of  circumstances  surrounding 
the  individual  trusts.  It  was  not  the  aim  of  the  committee  to  fix  an 
iron  clad  and  arbitrary  schedule  which  should  be  rigidly  adhered  to 
in  every  instance,  regardless  of  the  circumstances  of  the  particular 
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case.  It  was  realized  that  owing  to  the  multiplicity  and  variability  of 
the  elements  involved  in  the  determination  of  these  charges,  it  was 
impracticable  to  do  more,  at  the  present  time,  than  to  establish  a 
basis  which  could  be  used  as  a  guide,  and  varied  from  as  circumstances 
and  customs  might  require,  to  meet  the  requirements  of  any  given 
trust. 

The  committee  desires  to  express  its  belief  that  an  adherence  to 
these  schedules,  as  nearly  as  may  be  possible,  after  making  the  neces- 
sary modifications  to  comply  with  local  usage,  laws  and  customs,  will 
have,  among  others,  the  following  beneficial  results: 

(a)  It  will  enable  small  trust  companies  with  inexperienced  cheers 
to  fix  fees  on  a  basis  of  reasonable  profit,  and  thereby  eliminate  the 
features  of  experiment  and  guesswork. 

(b)  It  will  tend  to  eliminate,  among  the  larger  trust  companies, 
the  injurious  practice  of  price  cutting  to  a  point  below  the  reasonable 
cost  of  service. 

(c)  It  will  provide  all  banks  now  organizing  trust  departments 
with  a  basis  or  guide  to  direct  them  in  their  early  endeavors  in  the 
trust  business  to  the  end  that  they  may,  by  its  use,  be  able  to  conduct 
their  business  upon  a  remunerative  basis  from  the  very  beginning, 
and  thus  be  enabled  to  attain,  more  quickly  than  might  otherwise 
be  possible,  those  standards  of  efficient  service  maintained  by  the 
State  trust  companies,  and  to  preserve  in  the  public  the  confidence 
which  is  now  reposed  in  these  companies. 

(d)  It  will  enable  trust  departments  of  banks  now  used  only  as 
feeders  of  other  departments  to  become  self-supporting  and  reason- 
ably profitable,  many  such  departments  being  now  operated  at  a  loss 
in  so  far  as  compensation  for  their  specific  functions  is  concerned. 

(e)  It  will  develop  in  the  public  a  realization  that  the  trust  busi- 
ness is  conducted  upon  efficient  and  scientific  lines;  that  the  compensa- 
tion charged  for  fiduciary  services  has  been  carefully  computed  and 
ascertained  to  be  fair  and  reasonable  in  all  cases;  that  all  patrons  are 
treated  fairly  and  alike,  regardless  of  the  nature  or  volume  of  their 
business. 

(f )  It  will  enable  attorneys  to  advise  clients  as  to  the  approximate 
charge  of  proposed  trusts  and  promote  a  mutually  harmonious  and 
co-operative  relationship  between  the  attorney  and  the  trust  com- 
pany. 

(g)  It  will  enable  the  trust  companies  in  various  districts  and 
localities  in  the  United  States  to  compete  keenly  and  fairly  with  one 
another  on  a  basis  of  efficient  service  and  skill,  rather  than  upon  a 
basis  of  cheapness  of  price. 

(h)   It  will  enable  trust  company  patrons  to  proceed  with  some  de- 
gree of  assurance  as  to  the  cost  of  service  which  their  affairs  require. 
The  committee  takes  this  opportunity  to  call  to  the  attention    of 
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the  convention  the  importance  of  the  factor  of  charges  in  relation  to 
the  future  growth  of  trust  business.  It  is  an  axiom  that  no  business 
can  develop  and  expand  upon  a  substantial  and  permanent  basis, 
unless  the  compensation  accruing  from  the  same  is  both  fair  to  the 
patron  and  reasonably  profitable  to  the  business.  The  trust  business 
in  the  United  States  is  practically  in  its  infancy.  Its  future  depends 
upon  the  quality  of  service  which  the  trust  companies  may  be  able 
to  render  to  the  public. 

The  possibilities  for  the  future  growth  and  expansion  of  the  busi- 
ness can  hardly  be  realized  or  stated,  if  the  companies  continue  in  the 
future  as  in  the  past,  to  render  a  useful,  skilful  and  efficient  service 
to  the  public.  The  maintenance  of  a  high  standard  of  service  depends, 
to  a  large  extent,  upon  the  adequacy  of  the  compensation  received 
by  the  companies.  It  therefore  becomes  a  matter  of  vital  necessity 
to  ascertain  the  cost  of  trust  service  to  the  companies,  and  to  formu- 
late a  schedule  of  charges  which  will  enable  the  trust  companies  of 
the  country,  not  only  to  maintain  their  present  efficiency,  but  to  in- 
crease the  scope  of  their  activities  and  to  improve  the  quality  of  the 
service  now  rendered  by  them. 
The  schedules  and  explanatory  notes  follow. 

Respectfully  submitted, 

Geobog  D.  Edwards, 

John  H.  CJoverley, 

R.  L.  Sheppard, 

J.  A.  House,  Chavrman. 

L.  H.  Roseberry,  trust  attorney  Security  Trust  &  Savings 
Bank,  Los  Angeles,  Cal.,  offered  the  following  resolution, 
which  was  unanimously  adopted: 

**WheTea8,  The  subject  of  standardizing  fees  for  corporate  fiduciary 
service  is  a  matter  of  great  importance  to  the  trust  companies  of  the 
country,  and  no  action  thereon  should  be  taken  at  this  time  which 
will  bind  the  section  and  its  members  to  any  fixed  system  of  com- 
pensation, 

^Therefore,  Be  It  Resolved,  That  the  report  of  the  Committee  on 
Standardization  of  Charges  be  accepted,  that  the  Secretary  of  the 
Section  mail  a  copy  of  the  schedules  to  each  of  the  members  of  the 
Section,  that  the  members  be  requested  to  give  the  schedules  care- 
ful study  and  trial,  that  the  Committee  be  continued  for  another 
year,  and  that  the  members  recommend  to  the  Committee  such 
changes  and  modifications  as  may  seem  advisable  to  them  and  that 
the  Committee  make  an  additional  or  supplementary  report  at  the 
next  annual  convention." 
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COMMITTEE  ON  CO-OPERATION  WITH  THE  BAR 

A  verbal  report  for  this  Committee  was  presented  to  the 
Section  by  L.  H.  Roseberry,  of  Los  Angeles,  Cal.,  in  the  ab- 
sence of  the  chairman  of  the  Committee,  Francis  H.  Sisson, 
vice-president  Guaranty  Trust  Company  of  New  York. 

Mr.  Roseberry  explained  to  the  members  the  investigations 
and  compilations  prepared  by  the  committee  during  the  past 
year  and  also  brought  to  their  attention  the  subject  matter 
of  a  resolution  adopted  at  the  Conference  of  State  and  Local 
Bar  Associations,  held  at  the  Convention  of  the  American  Bar 
Association  in  Boston,  on  September  2.  In  the  resolution,  the 
members  of  the  Bar  recognized  the  efforts  being  made  by  the 
Trust  Company  Section  Committee  and  also  recommended 
that  all  instances  of  encroachment  by  trust  companies  upon 
the  prerogatives  of  the  legal  profession  be  called  to  the  atten- 
tion of  the  Trust  Company  Section  throughout  the  ciurent 
year.  The  resolution  also  called  for  the  creation  of  a  special 
committee  to  prepare  a  brief  defining  the  "practice  of  law" 
by  laymen  or  lay  agencies. 

Mr.  Roseberry  urged  the  members  in  attendance  to  give 
careful  attention  to  the  wording  of  advertisements,  in  order 
that  they  should  not  knowingly  or  inadvertently  advertise 
the  drawing  of  wills  by  trust  companies,  which,  from  the  in- 
vestigation, appeared  to  be  the  major  cause  for  complaint  by 
the  lawyers  generally.  Following  is  a  copy  of  the  resolution 
adopted  at  the  Convention  of  the  American  Bar  Association: 

"Resolved,  That  it  is  the  sense  of  this  meeting  that  it  is  in  the  in- 
terest of  society  that  the  intimate  and  direct  relationship  of  attorney 
and  cUent  shall  be  preserved,  and  that  corporate  or  lay  practice  of 
law  is  destructive  of  that  relationship  and  tends  to  lower  the  standard 
of  professional  responsibihty ; 

^'Resolved  Further,  That  trust  companies,  while  performing  proper 
and  legitimate  functions  of  a  business  and  fiduciary  character  are  not 
constituted  or  organized  for  the  purpose  of  furnishing  legal  advice  to 
clients — drawing  wills  or  furnishing  legal  services; 

*^Re8olved  Further,  That  the  efforts  of  the  Trust  Company  Section  of 
the  American  Bankers'  Association  to  eUminate  evil  practices  on  tbe 
part  of  trust  companies  be  encouraged  and  the  effort  to  co-operate 
with  the  bar  be  cordially  welcomed; 
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"Resolved,  To  that  end,  that  we  recommend  to  state  and  local  bar 
associations  that  they  bring  to  the  attention  of  the  Trust  Company 
Section  of  the  American  Bankers'  Association  any  evil  practices  of 
trust  companies  or  bankers  of  which  they  are  aware  in  order  that  the 
bankers'  organization  may,  like  the  lawyers'  organization,  purge  its 
ranks  of  wrong  doing  or  error; 

"Resolved  Further,  That  a  special  committee  of  six  be  appointed  to 
prepare  for  the  use  of  state  and  local  bar  associations  a  careful  brief 
of  what  constitutes  practice  of  the  law  and  what  constitutes  unlawful 
and  improper  practice  of  the  law  by  laymen  or  lay  agencies,  and  that 
said  committee  report  at  the  next  conference." 

Upon  motion  by  Gen.  Wm.  C.  Heppenheimer,  president 
Trust  Company  of  New  Jersey,  Hoboken,  N.  J.,  which  was 
duly  seconded  and  carried,  the  Committee  on  Co-operation 
with  the  Bar  was  continued  throughout  the  year  1919-1920. 


REPORT  OF  COMMITTEE  ON  FIDUCIARY  PROTEC- 
TION FOR  MEN  IN  SERVICE 

This  Committee,  appointed  at  the  last  Annual  Convention  of  the 
Trust  Company  Section,  held  in  the  City  of  Chicago  in  September, 
was  instructed  to  undertake  the  duty  of  providing  some  practical 
methods  whereby  Trust  Companies  throughout  the  United  States 
could  be  of  greater  service  to  men  about  to  be  called  to  the  colors 
under  the  operation  of  the  new  draft  law.  The  Committee  was  ap- 
pointed on  the  last  day  of  the  session  and  some  of  the  members 
could  not  be  reached  before  they  had  departed  for  their  respective 
homes.  Aa  a  result  a  little  time  was  consumed  in  determining  upon 
a  program  as  aU  of  the  deliberations  and  conclusions  of  the  Com- 
mittee in  respect  thereto  had  to  be  settled  by  correspondence. 

The  Committee  eventually  agreed  upon  the  following  course  of 
procedure : 

First, — To  send  out  a  general  letter  to  all  members  of  the  Section 
stating  the  purposes  and  aims  of  the  Committee. 

Second, — ^To  prepare  several  sample  advertisements  which  would 
effectively  set  forth  the  various  services  which  Trust  Companies 
could  render  to  men  about  to  join  the  Army  and  Navy  and  to  dis- 
tribute these  advertisements  to  Trust  Companies,  with  the  suggestion 
that  the  same  be  displayed  from  time  to  time  in  their  respective  com- 
munities through  the  medium  of  local  newspapers  or  by  circular. 

Third, — ^To  effect  some  sort  of  a  working  plan  with  the  American 
Bar  Association  whereby  there  would  be  complete  co-operation  be- 
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tween  Trust  Companies  and  attome3rs  in  reference  to  the  prepara- 
tion of  wills  for  enlisted  men  and  those  about  to  enter  the  service. 

Fourth,— To  provide  some  means  of  communication  for  effectively 
reaching  men  in  camps  and  cantonments  in  order  to  bring  to  their 
attention  the  services  which  Trust  Companies  could  render  them  in 
reference  to  the  care  and  management  of  interests  not  arranged  for 
before  leaving  home. 

Fifth, — ^An  ultimate  investigation  of  present  methods  fOT  rendering 
financial  assistance  to  the  men  over-seas,  with  a  view  of  determing 
whether  Trust  Companies  could  supplement  this  service  in  any  prac- 
tical and  efficient  manner. 

Your  Committee  realized  that  it  would,  of  necessity,  have  to  move 
rapidly  if  it  were  to  be  of  any  practical  assistance  because  men  were 
going  out  to  the  camps  from  their  respective  communities  almost  daily 
to  take  the  places  of  men  who  were  being  sent  over  seas. 

It  is  found  expedient  and  practical  to  combine  the  first  two  items 
of  the  above  program  of  procedure.  A  four-page  circular  was  pre- 
pared which  set  forth  the  purposes  and  aims  of  the  Committee  at 
some  length.  The  back  page  of  the  circular  contained  two  suggested 
advertisements  to  be  used  by  Trust  Companies.  This  circular  was 
sent  to  every  member  of  the  Trust  Company  Section  and  special  at- 
tention was  called  to  the  desire  of  the  Committee  for  assistance  and 
helpful  suggestions.  It  especially  requested  samples  of  advertisements, 
booklets  or  form  letters  which  were  being  used  in  furtherance  of  the 
service  which  the  Committee  was  exploiting.  The  Committee  received 
numerous  letters  in  response  to  this  request,  from  Trust  Companies 
all  over  the  United  States,  in  which  the  proposed  work  of  the  Com- 
mittee was  commended  and  pledges  were  made  to  assist  in  developn 
ing  the  work  in  every  possible  way.  Various  forms  of  newspaper 
advertising,  booklets  and  circulars  also  accompanied  these  letters,  and 
these  would  have  been  very  helpful  to  the  Committee  had  its  woi^ 
continued. 

In  endeavoring  to  cany  out  the  third  item  of  its  program  the  Com- 
mittee found  that  the  American  Bar  Association  had  already  pro- 
vided means  in  each  conmiunity  for  rendering  legal  aid  to  men  about 
to  enter  the  service  of  their  country  through  the  agency  of  an  organ- 
ization known  as  a  Legal  Advisory  Board.  The  members  of  this  Boaird 
consisted  of  well-known  local  attomes^s  who  vdimteered  their  serv- 
ices free  of  cost,  not  only  to  assist  drafted  men  in  making  out  their 
questionnaires,  but  also  to  draw  the  wills  of  these  men  and  give  le|^ 
advice  in  reference  to  their  business  or  personal  affairs.  The  Com- 
mittee also  found  that  this  local  Legal  Advisory  Board  was  also  co- 
operating with  the  Military  Relief  Division  of  the  Red  Cross  in  fur- 
nishing legal  aid  to  men  in  camps  and  cantonments  where  it  was  re- 
quired. 
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A  great  deal  of  correspondence  followed  between  the  members  of 
the  Ck)mmittee  in  reference  to  the  inausuration  of  some  practical 
method  which  would  permit  Trust  Companies  to  co-operate  with  the 
above  mentioned  organisations.  Prominent  attorneys  were  consulted, 
as  well  as  Officers  of  the  Red  Cross,  and  as  a  result  the  Committee 
finally  decided  that  about  all  that  Trust  Companies  could  do,  in 
furtherance  of  the  service  which  was  already  being  rendered  to  the 
enlisted  man  along  this  line,  was 

First,— To  prepare  a  poster  setting  forth,  in  detail,  the  service  which 
a  Trust  Company  could  render  to  an  enlisted  man,  these  posters  to 
be  displayed  in  the  headquarters  of  all  Draft  Boards  in  every  city 
and  town. 

Second,— To  furnish,  to  the  American  Red  Cross,  a  complete  list 
of  those  Trust  Companies  in  the  United  States  which  would  under- 
take to  help  men  in  the  service  by  aswuming  custody  and  management 
of  property  interests  where  such  men  had  left  home  without  having 
made  proper  or  satisfactoiy  arrangements  therefor.  This  list  was 
to  be  sent  to  the  officer  in  charge  of  the  Military  Relief  Division 
of  the  Red  Cross  in  every  camp,  cantonment  and  training  station  in 
the  United  States,  together  with  a  letter  urging  such  officer  to  advise 
the  soldiers  and  sailors,  who  might  need  help,  Uiat  a  letter  written  to 
any  Trust  Company  selected  from  the  list,  in  or  nearest  to  his  home 
dty  or  town,  would  immediately  bring  that  Trust  Company  to  his 
aid  and  that  his  affairs,  no  matter  how  small  in  volume,  once  placed 
in  the  custody  of  such  Company  would  receive  the  same  careful  con- 
sideration as  would  be  given  to  the  affairs  of  its  most  valuable 
customer. 

Before  the  Committee  had  time  to  carry  out  this  part  of  its  pro- 
gram the  Armistice  was  signed  and  it  at  once  became  apparent  to 
every  one  that  peace  would  eventually  follow.  Almost  immediately 
after  the  signing  of  the  Armistice,  our  Government  annoimced  that 
no  more  men  would  be  called  under  the  new  Draft  Law  and  Uiat,  as 
soon  as  possible,  the  men  in  camps,  cantonments  and  over-seas  would 
be  released  from  active  duty  and  demobilized. 

The  rapid  sequence  of  these  events  naturally  made  any  further 
activity  on  the  part  of  the  Committee,  along  the  line  of  its  proposed 
efforts,  seem  wholly  imnecessary.  If  no  more  men  were  to  be  called 
mto  service  and  if  those  already  in  the  army  and  navy  were  to  be 
returned  to  civil  life  as  quickly  as  possible,  surely  the  very  purpose, 
for  which  the  Committee  was  created,  no  longer  existed. 

The  question  might  properly  be  asked:  "What  about  the  men 
who  remained  in  service  over-seas?"  The  Committee  gave  considerable 
thought  to  this  matter  and  concluded  as  follows*. 

That  it  would  not  be  able  to  offer  anything  constructive  in  the 
way  of  extending  Trust  Company  service   to   men  over-seas.      The 
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Red  Cross,  Y.  M.  C.  A.  and  various  departments  of  the  Government, 
organised  and  conducted  solely  for  the  convenience  and  comfort  of 
men  in  France  and  elsewhere,  so  thoroughly  anticipated  every  want 
of  the  soldier  that  it  was  the  conclusion  of  the  Conmiittee  that  it  could 
not  be  of  any  effective  service.  Most  of  the  men  who  went  out  on 
the  first  draft  calls  or  volunteered  were  men  of  very  small  property 
accumulations  and,  natiu^y,  any  service  which  Trust  Ck)mpanies 
could  offer  to  them  would  be  of  no  general  interest.  Those  men  who 
were  customers  of  any  particular  bank  prior  to  the  war,  looked  for 
financial  assistance  and  advice  where  they  had  been  accustomed  to 
doing  business. 

Furthermore,  the  Committee  did  not  see,  with  any  degree  of  clear- 
ness, how  Trust  Companies  could  be  generally  helpful  to  the  soldier 
returning  from  camp,  cantonment  or  battle  line  imless  he  was  disabled 
and  in  need  of  advice  in  reference  to  the  conservation  of  money  which 
he  received  from  the  Government  on  account  of  such  disability.  The 
same  thought  applied  to  those  families  that  received  life  insurance  on 
account  of  the  death  of  some  of  their  soldier  relations. 

In  view  of  all  these  circumstances  the  Committee  decided  to  submit 
a  report  at  a  meeting  of  the  Executive  Committee  held  in  New  York 
City,  last  December,  and  request,  that  if  the  Officers  of  the  Section 
agree  with  the  conclusions  herein  set  forth,  that  there  were  no  further 
functions  for  the  Committee  to  perform,  that  it  be  disbanded  forth- 
with. 

At  the  meeting  of  the  Executive  Committee  the  report  waa  ac- 
cepted and  a  resolution  adopted  approving  and  commending  the  ac- 
tivities set  forth  herein  thus  relieving  the  Committee  of  further 
responsibility. 

Respectfully  submitted, 

F.  W.  Ellswobth, 
George  W.  Holmes, 
Arthur  V.  Morton, 
H.  C.  Robinson,  Chairmttn. 

REPORT  OF  COMMITTEE  ON  RAILROAD 
SECURITIES 

Lynn  H.  Dinkins,  Chaibman 

While  your  Committee  has  had  no  formal  meeting  as  a  whole,  the 
individual  members  have  given  careful  thought  and  study  to  the  vari- 
ous plans  submitted  bearing  on  the  solution  of  the  railroad  problem 
and  to  the  several  Acts  that  have  been  introduced  in  Congress. 

The  Committee  does  not  feel  that  it  is  advisable  at  this  time  to 
advocate  any  particular  plan,  as  it  feels  the  situation  is  in  too  fcHina- 
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tive  a  condition  to  warrant  taking  a  definite  position,  and  asks  that  it 
be  continued  so  that  when  the  situation  clears  it  may  be  able  to 
recommend  to  the  Section  the  approval  of  such  plan  as  seems  advis- 
able. 


REPORT  OF  SPECIAL  COMMITTEE  ON  LEGISLATION 

Willis  H.  Booth,  Chairman 

The  Special  Committee  on  Legislation  was  created  at  the  spring 
meeting  of  the  Association,  held  at  White  Sulphur  Springs,  West 
Virginia,  May  21,  1919.  The  resolution  under  which  it  was  created 
assumed  the  formation  of  similar  committees  by  the  Savings  Bank 
and  State  Bank  Sections  in  order  to  permit  of  concerted  action  by 
special  committees  in  respect  to  combatins;  or  furthering  Federal  Legis- 
lation affecting  banks  and  trust  companies  operating  under  State 
charters. 

Similar  committees  were  appointed  by  the  Savings  Bank  and  State 
Bank  Sections,  and  all  formed  into  a  joint  advisory  committee  of  nine, 
which  awaits  an  amendment  to  the  by-laws  of  the  association  in  order 
to   be  clothed  with  the  proper  authority   for  action. 

Your  chairman  was  selected  as  the  chairman  of  the  joint  committee, 
and  as  such,  has  addressed  the  members  of  the  joint  committee  in 
reference  to  bills  pending  in  Congress,  and  in  an  informal  manner  has 
contnbuted  some  thought  upon  these  matters  to  other  committees 
of  the  association  actively  engaged  in  watching  these  particular  bills. 

It  is  hoped  that  the  full  support  of  the  members  of  this  section 
will  be  given  to  the  contemplated  change,  in  order  that  State  institu- 
tions may  be  enabled  to  take  prompt  and  decisive  action  whenever 
necessary  in  their  own  behalf. 

Pbesident  Flatten:  It  has  been  usual,  gentlemen,  to  ap- 
point a  nominating  committee  or  refer  to  the  chair  the  appoint- 
ment of  a  committee  in  connection  with  the  election  of  five 
new  members  of  the  Executive  Committee  for  the  coming 
year. 

Mr.  McCarter:     I  offer  the  following  resolution: 

''Resolved,  That  a  nominating  committee  of  five  be  appointed  by 
the  President,  which  committee  shall  receive  names  in  writing  from 
the  delegates  present,  from  which  names  the  nominating  committee 
shall  select  five  members  of  the  Executive  Committee  for  the  term 
endiiig  in  1922,  which  names  shall  be  reported  back  to  the  Convention 
for  its  action." 
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I  offer  that  resolution  and  move  its  adoption. 
(Seconded,  and  carried  unanimously.) 


REPORT  OF  THE  SECRETARY 

Leroy  a.  Mershon 

In  order  to  observe  the  past  custom  of  filing  a  report  by  the  secre- 
tary, a  statement  is  hereby  submitted  in  its  briefest  possible  form 
regarding  the  work  of  the  secretary's  office  during  the  past  year. 

It  has  been  my  great  privilege  to  complete  three  years  of  service 
for  the  trust  companies  of  the  United  States,  having  been  elected  to 
the  office  at  the  Kansas  City  convention  in  1916. 

The  past  twelve  months  have  been  exceedingly  busy  ones,  particu- 
larly along  the  following  lines: 

1.  Preparation  of  matter  for  annual  proceedings,  monthly  articles 
for  the  Journal  of  the  Association  and  other  financial  publications 
throughout  the  coimtry. 

2.  Assistance  to  the  President,  Vice-President  and  Chairman  of  the 
Executive  Committee  as  well  as  eight  sub-committees,  as  listed  in 
your  present  programs.  Special  mention  may  be  made  of  the  volume 
of  work  passing  through  the  office  in  assisting  the  Committee  on  Legis- 
lation, which  handles  Federal  legislative  matters  and  the  Committee 
on  Protective  Laws  handling  state  legislative  matters.  The  work  of 
the  latter  committee  has  been  particularly  heavy  this  year  because  of 
the  meeting  of  forty-three  state  legislatures. 

The  work  of  the  Conmiittee  on  Publicity  and  Co-operation  with  the 
Bar  has  been  active  and  of  large  volume. 

Calls  by  trust  company  men  at  the  office  of  the  Association  have 
greatly  increased  throughout  the  year,  many  being  made  for  the 
purpose  of  securing  information  or  service  of  such  a  nature  as  we 
are  now  equipped  to  furnish. 

Hundreds  of  requests  received  by  mail  sought  information  or  assis- 
tance upon  every  conceivable  topic  of  interest  along  the  line  of  organ- 
ization and  operation  of  trust  companies. 

A  greatly  increased  amount  of  traveling  has  been  done  throughout 
the  year.  In  March  and  April  a  trip  was  taken  through  the  states 
of  Iowa,  Nebraska  and  Colorado — members  visited  and  service  ren- 
dered. Talks  were  given  before  bank  and  trust  company  men  and 
the  trust  companies  of  Nebraska  assisted  in  organizing  for  protective 
and  constructive  work. 

Following  the  spring  meeting  of  the  Association    held    at    White 
Sulphur  Springs,  West  Virginia,  a  trip  of  five  weeks'  duration 
taken  to  the  Pacific  Coast  and  Central  Western  States.    Nine  talks 
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given  upon  this  trip  before  state  bankers'  conventions  and  various 
groups,  and  much  increased  interest  secured  in  our  work.  The  field 
was  opened  for  a  closer  co-operation  between  this  section  and  mem- 
bers in  all  of  the  states  visited. 

Subject  matter  for  addresses  has  been  prepared  for  the  assistance 
of  junior  oJBicers  and  senior  clerks  in  presenting  the  work  of  the 
trust  company  before  business  and  other  gatherings  throughout  the 
country.  Articles  prepared  by  trust  company  men  in  various  parts 
of  the  coimtry  upon  trust  company  subjects  have  been  received  at 
the  office  for  criticism  and  suggestions  before  publication. 

The  usual  work  in  connection  with  the  annual  Trust  Companies' 
banquet  was  performed. 

The  membership  of  the  Section  shows  a  total  increase  of  one  hun- 
dred and  thirty-two  during  the  past  year  in  active  and  associate 
members,  and  now  numbers  one  thousand  five  hundred  and  sixty- 
three  active,  and  four  hundred  and  two  associate  members. 

The  financial  statement  of  the  Section  shows  an  appropriation 
granted  by  the  Executive  Coimcil  at  the  last  convention  of  $14,500. 
An  additional  appropriation  of  $1,200  was  granted  at  the  spring  meet- 
ing. This,  together  with  small  sundiy  credits,  aggregate  total  receipts 
of  $15,892.48. 

The  disbursements  for  salaries,  rent,  convention  expenses,  book  of 
proceedings,  Executive  Committee  meetings,  postage,  stationery  and 
printing,  traveling  expenses,  extra  office  help,  telephone  and  tele- 
grams and  other  sundry  items  amount  to  $15j081.O6,  leaving  a  credit 
balance  of  $211.40. 

The  work  conducted  through  the  Secretary's  office  has  been  stated 
in  a  very  incomplete  and  brief  manner,  but  from  which  it  is  hoped 
that  the  members  of  the  Section  will  gain  some  idea  of  the  volume 
of  work  now  being  passed  throu^  the  office,  and  it  clearly  indicates 
that  the  only  essential  in  order  to  carry  our  plan  throu^  to  com- 
pletion is  an  adequate  financial  budget.  This  is  of  paramount  im- 
portance.   Without  it  the  Section  cannot  continue  to  grow. 

President  Flatten:  The  Chair  announces  the  names  of 
the  gentlemen  to  serve  upon  the  Nominating  Committee: 

Theo.  G.  Smith,  president  International  Trust  Co.,  Denver, 
Colo.;  Chas.  H.  Adams,  assistant  treasurer  Union  Trust  Co., 
Detroit,  Mich.;  Jas.  M.  Pratt,  vice-president  Guaranty  Trust 
Co.  of  New  York;  Arthur  V.  Morton,  vice-president  The 
Pennsylvania  Company  for  Insurance  on  Lives  and  Granting 
Annuities,  Phila.,  Pa.;  Thomas  C.  Hennings,  vice-president 
Mercantile  Trust  Co.,  St.  Louis,  Mo. 
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SECOND  SESSION 

Ball  Room,  Hotel  Statler,  2  p.  m.^  Tuesday, 
Septenber  30,  1919 

ANNUAL  ADDRESS  OF  THE  PRESmENT 

John  W.  Flatten 

Twenty-three  years  ago  this  month,  to  be  exact,  on  Tuesday, 
September  22,  1896,  a  meeting  was  held  by  representatives  of  Trust 
Companies  attending  the  American  Bankers'  Association  convention 
then  in  session  at  the  Planters  Hotel  in  this  city.  This  meeting  had 
as  it  object  the  consideration  of  some  plan  for  organising  a  Trust  Com- 
pany Section  of  the  Association,  pursuant  to  an  invitation  which  had 
been  sent  out  from  St.  Louis  on  the  9th  day  of  that  month  by  Mr. 
Breckinridge  Jones,  the  Second  Vice-President  of  the  Mississippi 
Valley  Trust  Company,  and  now  its  honored  President,  and  signed 
by  about  thirty  of  the  leading  Trust  Company  officials  of  the  United 
States.  This  preliminary  meeting  was  called  to  order  by  Mr.  Jones, 
and  Mr.  Henry  M.  Dechert,  President  of  the  Commonwealth  Title 
Insurance  &  Trust  Company  of  Philadelphia,  acted  as  Secretaiy. 

Two  days  later  the  gentlemen  in  attendance  proceeded  to  effect  an 
organisation  and  adopt  By-Laws  unanimously  selecting  Mr.  Dechert  as 
Chairman,  and  Mr.  Anton  G.  Hodenpyl,  then  Secretary  of  the  Michi- 
gan Trust  Company  of  Grand  Rapids,  as  Secretary  of  the  new  Section. 

One  year  later  the  first  annual  meeting  of  the  Section  was  held 
in  Detroit,  and  the  Chairman,  Mr.  Dechert,  in  his  remarks  to  the 
assembled  Trust  Company  representatives,  stated  in  part: 

"The  Trust  Companies  of  the  United  States  represent  a  very  large 
share  of  the  industry  and  wealth  of  the  country.  An  incomplete 
statement  shows  that  they  have  a  total  capital  and  surplus  of  $224,- 
606,000.  The  scope  of  our  Trust  Company  Section  will  enlarge  with 
each  year  and  we  who  have  been  at  its  beginning  may  reasonably 
hope  that  our  labors  will  be  rewarded  by  further  success  and  by 
strengthening  the  Trust  Companies  in  caring  for  and  promoting  the 
interests  of  their  customers  and  clients  and  the  prosperity  of  our 
country." 

The  first  Annual  Meeting  wajs  held  in  1897,  the  year  before  our 
war  with  Spain,  and  since  that  time  what  a  vast  deal  of  water  has 
run  over  the  dam,  and  how  steadily  have  the  Trust  Companies  of  the 
United  States  forged  ahead  during  the  intervening  years  1 

After  ten  years  the  resources  increased  over  three  billions  of  dol> 
lars.     In  another  ten  years,  or  to  1918,  they  further  increased  five 
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and  one-half  billions,  and  now,  I  am  happy  to  report  that  we  are  able 
to  give  you  the  advance  figures  of  the  total  resources  of  the  Trust 
Companies  of  this  country  as  of  June  30, 1919,  which  show  the  magnifi- 
cent total  of  eleven  billions,  one  himdred  and  fifty  millions,  or  one 
and  three-quarters  billion  greater  than  a  year  ago. 

Such  a  record  of  continuous  and  healthy  growth  in  volume  and 
material  resources — ^in  public  esteem  and  in  opportunities  for  useful- 
ness to  their  respective  communities,  and  to  the  coimtry  at  large,  is 
truly  phenomenal.  All  the  more  does  it  compel  our  interest  and 
admiration  when  we  consider  the  keen  competition  which  exists  today, 
brought  about  by  the  granting  of  fiduciary  powers  to  other  financial 
instiUitions. 

That  there  will  be  a  greater  demand  for  the  utilisation  of  these 
particular  functions  cannot  be  doubted,  but  I  believe  that  in  all  this 
wider  activity  of  competitive  conditions,  present  and  prospective. 
Trust  Companies,  created  as  they  were  for  the  specific  purpose  of 
cttfing  for  this  class  of  business,  will  develop  far  beyond  our  present 
e^ectations,  because  of  their  particular  qualifications— collective  ex- 
perience— and  uniformly  high  standard  found  in  their  management, 
fitting  them  for  the  specific  task  of  safeguarding  and  protecting  the 
vital  interests  of  the  individual  as  well  as  the  corporation.  We  must, 
however,  bear  in  mind  at  all  times  that  the  element  of  SERVICE  is 
the  principal  factcH'.  Educational  publicity  is  of  imdoubted  value, 
but  satisfied  customers  are  the  best  possible  business  builders  for  the 
institutions  we  represent. 

Permit  me  at  this  point  to  say  that  nothing  in  the  past  history  of 
the  Trust  Companies  of  the  coimtry  reflects  more  lustre  upon  the  in- 
telligence and  sterling  patriotism  of  their  management  than  the  manner 
in  which  they  responded  to  the  heavy  demands  made  upon  them  as 
the  result  of  our  country's  participation  in  the  War.  Not  only  did 
they  contribute  enormously  of  their  own  resources,  directly  and  in- 
directly toward  the  success  of  the  five  great  Liberty  Loans,  but  the 
influence  exerted  upon  their  clients  and  customers  to  the  same  end 
was  of  vast  assistance  to  the  Government.  Furthermore,  their  whole- 
hearted encouragement  of  the  policy  of  thrift,  which  the  Govern- 
ment's War  Savings  Stamp  campaign  was  designed  to  promote,  has 
afforded  additional  evidence  of  their  desire  not  only  to  successfully 
ui^old  the  nation's  financial  integrity  throughout  the  War,  but  to 
inculcate  correct  economic  principles  in  the  minds  of  the  growing 
generation. 

Eight  here  allow  me  to  refer  to  the  growth  and  development  of  the 
Canmiunity  Trust  idea  and  to  point  out  that  the  Trust  Companies 
of  the  United  States  have  it  witiiin  their  power,  working  strictly 
along  the  lines  of  their  legitimate  business  activities,  to  become  a  most 
important  factor  in  advancing  the  social  welfare  of  the  Nation. 
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Of  great  importance  to  State  Chartered  Institutions  was  the  creation 
of  the  ojQice  of  Second  Vice-President  at  the  Chicago  Conventicm  and 
the  election  to  that  office  of  a  member  of  our  Executive  Committee- 
Mr.  John  S.  Drum,  President  of  the  Savings  Union  Bank  and  Trust 
Company  of  San  Francisco— find  by  a  further  amendment  of  the  Con- 
stitution there  was  accorded  to  State  Chartered  Institutions  for  the 
first  time  in  the  history  of  the  American  Bankers'  Association,  repre- 
sentation of  the  Presidents  of  the  various  Sections  upon  the  Adminis- 
trative Committee.  As  a  result  of  this  policy  a  broader  interest  and 
closer  co-operation  has  been  evidenced  in  the  work  of  the  Association. 

Two  important  amendments  to  the  Constitution,  recommended  by 
the  Administrative  Committee  and,  in  t\im,  approved  by  the  Execu- 
tive Coimcil  at  their  Spring  meeting  for  submission  to  the  Convention, 
are: 

(1)  To  add  to  the  Federal  Legislative  Council  and  the  State  Legis- 
lative Council,  in  addition  to  their  present  membership,  the  State 
Vice-Presidents  of  the  Association  and  the  First  Vice-Pr^dents  and 
State  Vice-Presidents  of  the  Trust  Company,  Savings  Bank,  National 
Bank,  State  Bank  and  Clearing  House  Sections,  and 

(2)  To  permit  any  section  to  take  independent  action  in  any  legis- 
lative matter  in  cases  where  the  diversity  of  interest  or  opinion  may 
make  it  impossible  for  the  Association  as  a  whole  to  advocate  such 
legislation  throu^  its  duly  constituted  machinery. 

The  adoption  of  these  two  amendments  will,  it  is  believed,  remove 
in  large  part  the  necessity  for  the  continuance  of  the  United  States 
Council  of  State  Banking  Associations,  which,  because  of  the  inability 
of  the  State  Chartered  Institutions  to  act  independently  on  legis- 
lative matters,  was  organised  in  this  city  two  years  aga  Anticipating 
favorable  action  on  the  latter  amendment  and  to  provide  the  neces- 
sary machinery,  a  Joint  Conference  Committee  was  created,  con- 
sisting of  nine  members— three  representative  of  the  Trust  Company 
Section,  three  from  the  State  Bank  and  three  from  the  Savings  Bank 
Section. 

The  agitation  for  the  removal  of  the  general  offices  from  New  York 
City  to  Washington,  and  now  possibly  elsewhere,  crystallised  about  the 
first  of  the  year  in  a  referendum  vote  by  the  Executive  Council, 
idiich  vote  favored  Washington.  Later,  active  opposition  developed, 
principally  on  the  part  of  the  State  Chartered  Institutions,  which  led 
the  Administrative  Committee  to  recommend  to  the  Coimcil  at  the 
spring  meeting  that  action  on  the  matter  be  deferred  and  that  the 
whole  question  be  referred  to  the  Convention  for  final  determination 
Without  here  going  into  the  many  reasons  why  the  general  offices 
should  not  be  removed  from  the  financial  center  of  this  country,  and 
following  the  decided  position  taken  by  our  Executive  Conunittee, 
as  set  forth  in  the  February  resolution,  my  earnest  recommendatioo 
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is  that  action  be  taken  today  which  will  leave  no  doubt  in  the  minds 
of  the  delegates  present  at  the  Convention  that  the  Trust  Company 
Section  is  opposed  to  any  change  in  the  location  of  headquarters. 

As  for  the  work  of  the  Trust  Company  Section  during  the  past 
twelve  months,  the  reports  of  the  various  committees  and  the  Secre- 
tary will  have  revealed  to  you  in  detail  the  wide  scope  of  the  service 
performed,  and  it  is  a  pleasure  and  a  privilege  for  your  President 
to  testify  to  the  staunch  support  and  active  co-operation  of  the 
Executive  Committee,  and  all  officers  through  whose  agency  the  work 
has  been  carried  on. 

The  Banquet  of  the  Trust  Companies  of  the  United  States,  which 
has  for  eight  ylars  been  an  annual  occurrence,  was  not  held  in  1918 
because  of  war  conditions.  It  may  not  be  amiss  to  record  the  fact 
that  the  Banquet  held  last  February,  a  very  successful  affair,  was  the 
krgest  in  point  of  attendance  in  the  history  of  these  mid-winter  gather- 
iogs,  over  one  thousand  guests  being  present.  In  another  respect, 
too,  it  may  prove  that  the  last  banquet  will  have  been  a  memorable 
one,  July  Ist,  1919,  having  separated  the  old  order  from  the  new. 

The  general  problems  confronting  the  country  today  are  many 
and  varied,  demanding  clear  thinking  and  the  exercise  of  the  soimd- 
est  judgment  and  the  most  intelligent  co-operation  on  the  part  of 
every  trust  company  man,  not  only  as  a  citizen,  but  as  a  guardian 
of  the  funds  of  others.  Any  one  of  them  might  be  dwelt  upon  at 
great  length.  I  hesitate  to  take  up  even  a  moment  of  your  time  on 
these  matters  because  you  are  familiar  with  them,  and  yet  on  an 
occasion  such  as  this  it  is  only  proper  and  appropriate  to  refer  to  the 
two  overshadowing  questions  of  domestic  importance,  namely,  the 
RAILROADS  and  the  GENERAL  LABOR  SITUATION. 

As  to  the  RAILROAD  PROBLEM,  we  are  all  very  deeply  con- 
cerned in  the  welfare  of  our  railroads.  Could  we  but  have  a  solution 
of  this  great  question  it  would  go  a  long  way  toward  solving  many 
of  our  other  troubles. 

We  all  recognise  the  fact  that  the  transportation  system  of  the 
United  States  as  a  whole  has  at  the  present  time  practically  no  re- 
serve capacity.  In  fat  years  it  will  be  taxed  to  the  utmost  to  handle 
Our  domestic  and  export  requirements.  We  also  realise  that  because 
of  Federal  and  State  regulation  the  railroad  business  has  lost  much 
of  the  attraction  which  heretofore  gathered  into  its  service  and  de- 
veloped some  of  the  ablest  men  of  our  time.  Any  solution  of  the 
railroad  problem  must  offer  both  adequate  facilities  for  our  fuixxte 
needs  and  a  career  for  ambitious  men  with  a  fitting  reward  for  effi- 
ei^iey.  To  accomplish  these  indispensable  objects  it  is  absolutely 
essential  that  railroad  credit  be  restored  and  railroad  securities  again 
be  made  a  premier  mvestment.    While  some  of  the  ooimtry's  greatest 
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thinkers  have  devoted  long  study  to  the  question,  no  proposal  yet 
made  has  met  with  general  acceptance. 

When  the  Warfield  Plan,  which  is  recognized  as  embodying  many 
excellent  features,  was  first  advanced,  endorsement  was  given  to  it 
by  the  Executive  Conmiittee  of  the  Trust  Ck>mpany  Section.  Many 
other  plans  have  been  advanced — ^all  have  been  studied  and  anal3rxed, 
and  a  more  intensive  examination  has  developed  that  they  likewise 
contain  excellent  features.  Any  one  of  these  plans  might  be  discussed 
at  great  length  and  much  might  be  said  upon  the  all-important  ques- 
tion. I  refrain,  however,  beyond  expressing  the  belief  that  out  of  the 
confusioii  some  solution,  embodsdng  all  the  advantageous  features  of 
the  various  plans  advanced,  will  finally  emerge  whid^will,  no  doubt, 
insure  to  the  owners  control  and  management  of  their  properties  und^* 
reasonable  Governmental  regulation  and  recognise,  in  a  liberal  spirit, 
the  rights  of  the  traveling  and  business  public,  and  the  legitimate 
claims  of  employes  whose  co-operation  is  necessary  for  the  successful 
operation  of  the  railroads. 

Let  us  now  briefly  consider  the  LABOR  SITUATION.  I  personally 
hold  no  brief  for  profiteers,  for  employers  who  pay  less  than  a  living 
wage,  or  for  the  reprehensible  methods  which  have  come  to  be 
identified  with  the  sweatshop.  On  the  other  hand,  labor  must  realise 
sooner  or  later  that  there  is  no  mystery,  no  secrecy,  in  the  wasrs  and 
means  by  which  men  accumulate  competencies.  No  set  of  laws,  no 
system  of  taxation,  no  distribution  or  re-distribution  of  wealth  or 
incomes,  can  make  a  people  prosperous.  Each  and  all  must  woric 
and  each  man  is  rewarded  according  to  his  contribution  to  society. 
''In  the  sweat  of  his  face  shall  he  eat  bread.''  This  is  as  true  today 
as  when  it  was  first  spoken  more  than  two  thousand  years  ago  and 
it  is  one  of  those  fundamental  truths  which  do  not  change  with  the 
passage  of  time  and  the  alteration  of  economic  conditions. 

The  high  cost  of  living  can  best  be  combatted  by  increased  produce 
tion — ^imderproduction  causes  real  privation  to  the  masses  whose  pur- 
chasing power  is  limited. 

Many  find  it  difficult  to  answer  the  question  which  is  being  asked 
by  thinking  people  all  over  the  world  today:  ''Why  is  it  that  with 
billions  of  capital  literally  wiped  out  of  existence  by  the  destructive 
processes  of  war,  and  ten  millions  of  producers  in  their  graves,  a  large 
part  of  the  world  is  today  spending  money  more  lavishly  than  ever 
before  on  non-essentials— especially  in  America."  The  answer  is  a 
simple  one:  "The  habit  of  'spending' "  has  been  formed  and  to  gratify 
it  without  stint  we  are,  without  realising  this  fact,  borrowing  from 
the  acctunulated  capital  of  civilization  and  dissipating  resources  which 
ordinarily  would  have  been  held  in  trust,  as  it  were,  and  laid  aside 
for  the  next  generation.    It  may,  therefore,  be  said  in  a  very  real 
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that  it  is  posterity  which,  after  all,  is  going  to  pay  a  large  share  of 
the  bill  for  our  present  day  extravagances. 

All  of  these  considerations  are  intimately  connected  with  the  rela- 
tions existing  between  capital  and  labor  and  between  employer  and 
emplc^e.  In  order  to  reconcile  interests  which  in  the  past  have  been 
only  too  often  in  conflict,  as  one  writer  has  said,  '^Business  must  be 
clothed  with  a  spirit  of  accommodations  and  any  element  opposed  to 
a  meeting  of  minds  has  no  place  in  the  present  or  future  of  this 
country."  Cordial  co-operation  between  employer  and  employe  is 
more  than  ever  essential,  production  should  govern  wages  and 
"political  wage  making''  be  discouraged  as  a  dangerous  precedent. 
Only  by  these  means  shall  we  be  able  to  steer  a  safe  and  happy  middle 
course. 

It  is  significant,  as  a  prominent  New  York  banker  stated  a  few 
dnys  ago,  that  'Tor  the  first  time  in  the  history  of  our  country  eco- 
nomic problems  are  at  present  more  interesting  to  the  public  than 
I>olitics,''  and  while  appreciating  that  we  are  confronted  with  a  dis- 
turbing condition  of  affairs,  with  problems  pressing  upon  us  which 
have  never  been  so  vast,  so  numerous,  so  complex,  yet  having  faith 
in  this  nation's  ability  to  overcome  great  obstacles,  I  am  confident 
we  shall  be  able  to  meet  and  pass  them  successfully.  At  any  rate, 
we  must  go  forward  with  unshakable  optimism,  with  shoulders  square 
and  heads  high.  America,  with  her  huge  resources  and  wonderful 
industrial  organization,  has  the  opportunity  for  constructive  service 
of  the  highest  order.  The  War  has  set  new  standards  for  the  future 
and  has  shown  us  all  what  co-operation  and  the  bending  of  the 
energies  of  all  to  the  performance  of  a  single  task  will  accomplish  even 
in  the  face  of  persistent  and  determined  opposition.  What  we  need 
most  of  all  is  WORK— MORE  WORK— THRIFT— €md  WHOLE- 
HEARTED CO-OPERATION.    In  the  words  of  Kipling: 

''It  ain't  the  guns  nor  armament, 
Nor  the  funds  that  they  can  pay, 

But  the  close  co-operation  that  makes  them  win  the  day. 
•  It  ain't  the  individuals,  nor  the  army  as  a  whole, 
But  the  everlastin'  teamwork  of  every  bloomin'  soul." 

The  address  of  F.  H.  Gofif,  president  Cleveland  Trust  Co., 
Cleveland,  Ohio,  on  *The  Development  of  Community 
Foundations  and  Trusts,"  follows: 
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THE  DEVELOPMENT  OF  COMMUNITY  FOUNDA- 
TIONS AND  TRUSTS 

F.  H.  GoFP 

The  war  has  demonstrated,  if  demonstration  is  needed,  the  superior- 
ity of  large  over  small  units  in  industry,  trade,  transportation  and 
finance.  It  would  have  been  impossible  to  have  equipped  our  army 
had  we  been  dependent  upon  the  rolling  mills,  furnaces  and  machine 
shops  of  a  half  a  century  ago.  Had  the  gold  reserves  been  held  in  the 
vaults  of  twenty-five  or  thirty  thousand  institutions  as  they  were 
prior  to  the  creation  of  the  Federal  Reserve  Banks,  it  would  have 
been  impossible  to  have  extended  the  large  credits  to  our  Allies  or  to 
have  financed  the  war  on  the  scale  we  did.  It  was  found  necessaiy 
to  the  successful  prosecution  of  the  war  to  place  our  railway  systems, 
extensive  and  well-managed  as  they  were,  under  unified  control.  The 
war  has  taught  us  how  large  units  make  for  economy  and  efficiency 
and  permit  of  the  carrying  on  of  business  and  the  doing  of  things  on 
a  scale  otherwise  impossible. 

Mr.  Rockefeller  has  displayed,  in  the  creation  of  his  charitable  trusts, 
the  genius  and  ability  for  which  he  is  noted  in  business.  His  investments 
in  charity  as  in  business  are  made  to  secure  the  maximum  of  return. 
The  character  of  work  thus  far  done  by  the  foimdation  treated  by 
him,  which  is  the  largest  and  perhaps  the  best  conceived  of  any  chari- 
table trust,  makes  it  seem  possible  that  better  results  and  greater 
^ciency  could  be  secured  if  the  management  and  control  of  the 
property  dedicated  to  charitable  use  in  each  commimity  eould  be 
centralised  in  one  or  at  most  a  few  governing  bodies. 

If  Mr.  Rockefeller  had  not  believed  in  the  value  of  large  xmits  for 
handling  charitable  gifts,  he  would  have  created,  let  me  assume,  a 
thousand  separate,  independent  trusts  of  one  hundred  thousand  dollars 
each  instead  of  one  trust  of  one  hundred  million  dollars.  The  multitude 
of  smaller  trusts  could  have  distributed  alms  as  well,  perhaps  better, 
than  the  large  trust  he  did  create,  but  it  would  have  been  impossible 
for  them  to  do  the  constructive  work  the  Rockefeller  Foundation  has 
done.  If  we  consider  the  generous  contributions  made  by  it  to  every 
war  activity  and  the  important  aid  rendered  by  it  in  dealing  with 
tuberculosis  in  France,  typhus  fever  in  Serbia,  and  hunger  in  Poland 
and  Belgium,  and  contrast  it  with  the  service  that  could  have  been 
rendered  by  a  multitude  of  smaller  trusts  having  in  the  aggregate 
the  same  amount  of  funds  at  their  disposal,  the  advantage  of  large 
units  in  charity  will  seem  relatively  as  great  as  the  advantage  of 
large  units  in  industry.  And  the  advantage  would  be  immeasurably 
greater  if  we  were  to  conceive  of  the  multitude  of  small  trusts  being 
created  by  different  individuals,  for  the  most  part  unhappily  lacking 
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the  genius  of  Mr.  Rockefeller  in  planning  charitable  trusts  to  endure 
for  all  time. 

Mr.  Rockefeller's  gift,  you  will  remember,  was  made  broadly  and 
unrestiictedly  to  promote  the  well  being  of  mankind.  Recognising  his 
inability  to  foresee  the  needs  of  mankind  in  future  ages,  he  imposed 
no  restriction  and  made  no  suggestion  as  to  how  either  interest  or 
principal  should  be  used.  The  trustees  were  left  unhampered  to  use 
of  either  for  the  needs  of  war  in  times  of  war  and  under  the  broadest 
possible  powers  for  the  service  of  humanity  in  times  of  peace.  He 
must  have  recognised  that  it  is  an  important  function  of  endowments  . 
to  make  possible,  experiments  in  benevolence  and  to  make  known  to 
governments  how  they  can  better  serve  mankind;  he  must  have  known 
that  it  has  been  the  privilege  of  charity  for  ages  to  pioneer  the  way 
in  education,  in  caring  for  the  sick,  the  needy,  the  blind  and  the  help- 
less; in  teaching  the  health-giving  possibilities  of  playgrounds  and 
bathhouses  and  the  elevating  influences  of  music  and  art.  Hq  must 
have  believed  that  in  the  future,  as  in  the  past,  the  public  will  note 
the  trails  blazed  by  charitable  e£fort  and  that  governments  will  not 
only  continue  to  care  for  the  sick  and  helpless,  to  maintain  institutions 
to  teach  the  blind  and  the  dumb,  to  provide  education  and  recreation 
through  music  and  art,  but  that  they  will,  in  the  future  as  in  the 
past,  assume  responsibility  for  doing  the  things  whidi  charity  demon- 
strates to  be  worth  while.  He  must  have  recognised  that  as  this  is 
done,  his  charitable  trust  would  be  freed  to  take  up  the  solution  of 
new  problems,  the  nature  of  which  he  could  not  foresee. 

Let  me  assume,  to  further  illustrate  my  thought,  that  one  thousand 
charitable  trusts  of  one  hundred  thousand  dollars  each,  were  to  be 
created  in  this  city  of  St.  Louis  today  by  one  thousand  different 
donors.  Many  would  be  unalterably  dedicated  to  providing  for  the 
carrying  on  for  all  time  of  some  work  in  which  the  donors  have  been 
interested  in  their  lifetime,  quite  regardless  of  whether  it  would  have 
the  possibilities  of  enduring  usefulness.  Unquestionably,  those  who 
were  charitably  inclined  in  Panama  twenty-five  years  ago  would  have 
desired  to  have  dedicated  their  gifts  to  establishing  and  maintaining 
hospitals  for  the  cure  of  yellow  fever,  in  ignorance  of  the  fact  that 
the  real  need  was  to  provide  funds  with  which  to  drain  the  swamps 
and  sprinkle  the  marshes  with  oil.  Some  of  the  gifts,  perhaps,  would 
have  been  dedicated  to  the  propagation  for  all  time  of  some  form  of 
religious  faith,  immindful  of  the  fact  that  the  trend  of  the  times  is  to 
wipe  out  denominational  lines.  It  was  only  in  the  middle  of  the 
last  century  that  a  foundation  was  created  in  England  to  propagate 
the  sacred  writings  of  Joanna  Southcote  who  founded  a  religious  faith 
based  on  the  belief  that  she  was  to  give  birth  to  the  Messiah.  Her 
fanaticism  procured  for  her  a  numerous  following  which  withered  away 
when  she  died  childless. 
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Some  of  my  assumed  donors,  seeking  perhaps  divine  favor  and  the 
remission  of  sins,  would  have  endowed  ecclesiastical  instituti<Hi8  in  a 
way  to  paralyze  the  efforts  they  desired  to  promote.  It  may  be  recalled 
that  David  Hume  advocated  the  endowment  of  the  Christian  Church 
as  the  surest  means  of  benumbing  her.  For  centuries  it  was  regarded 
as  an  act  of  piety  to  create  a  foimdation  to  build  an  almshouse  or  to 
provide  for  the  giving  of  alms  to  the  poor  of  a  parish.  We  now  know 
that  both  tend  to  increase  the  evil  sought  to  be  corrected.  Foundling 
Hospitals  used  to  be  a  favorite  object  of  Foundations,  but  they  were 
foimd  to  have  a  demoralizing  influence  upon  the  population  by  re- 
moving the  first  penalty  of  fallen  virtue.  There  are  undoubtedly  many 
who  would  create  foimdations  on  as  narrow  lines  as  did  Bryan  Mullan- 
phy  of  this  city,  who  in  1851  left  a  substantial  portion  of  his  fortune 
to  aid  his  compatriots  in  journeying  across  what  was  then  the  ''Great 
American  Desert." 

Some  would  imdoubtedly  have  endowed  schools,  unmindful  of  the 
fact  that  a  Commission  on  Popular  Education  in  England  in  1860 
found  that  the  influence  of  endowments  on  education,  almost  without 
exception,  had  been  unfavorable,  that  the  inefficiency,  languor  and  in- 
adequacy of  results  to  expenditure  called  for  the  intervention  of 
parliament.  The  Dean  of  Carlisle,  testifying  before  this  Commission, 
said  that  the  endowments  of  schools  for  the  working  classes  had  proven 
to  be  an  unmitigated  evil.  Some  schools  were  found  to  be  badly 
conducted — others  illy  conceived.  A  school  founded  by  Robert  Pur»- 
glove,  then  Bishop  of  Hull,  in  1560,  will  illustrate  the  conceit  sometimes 
shown  by  early  founders.  His  scholars  were  to  range  from  thoee  who 
could  not  speak  plainly  to  those  who  could  read  Horace  and  Cicero. 
The  school  was  divided  into  four  forms  and  the  studies  of  each  form 
were  prescribed  with  the  minutest  detail.  The  subjects  of  instnicticui 
were  reading,  writing,  Latin,  grammar  and  composition  and  certain 
specified  Latin  authors.  This  was  the  whole  curriculum  and  it  was 
to  be  imalterable  for  all  time. 

Some  of  my  assumed  donors  might  have  displayed  the  eccentricity 
and  vanity  of  Thomas  Nash,  who  bequeathed  Fifty  Poimds  per  annum 
in  trust  to  the  bellringers  of  Abbey  Church,  Bath,  on  condition  that 
they  ring  the  whole  peal  of  bells  with  dappers  muffled  from  ei^t  o'dodc 
in  the  morning  to  eight  o'clock  in  the  evening  on  the  14th  day  of  May 
each  year,  that  being  the  anniversity  of  his  wedding,  and  that  on 
the  anniversity  of  his  death  each  year,  they  ring  merry,  mirthful 
peals  with  unmuffled  dappers,  during  the  same  hours,  in  joyful  com- 
memoration of  his  happy  release  from  domestic  t3rranny. 

I  have  no  doubt  that  some  will  think  the  dangers  of  creating  the 
sort  of  trusts  I  have  been  describing  is  more  fanciful  than  real,  but 
experience  leads  me  to  think  otherwise.  A  large  trust  was  recently 
created  in  my  home  city  which  provided  for  the  use  of  income  for 
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all  time  for  certain  charitable  institutions  in  designated  amounts,  re- 
gardless of  whether  they  were  worthily  and  efficiently  operated.  An- 
other large  trust  provided  for  the  distribution  of  income  among  certain 
hospitals  in  proportion  to  the  number  of  patients  cared  for  without 
regard  to  the  character  or  cost  of  service.  An  audit  made  last  year 
disclosed  that  one  of  the  hospitals  was  operating  at  a  per  patient 
cost  of  about  $1^  ^er  day,  while  at  another  the  per  patient  cost 
was  $4.50.  Another  trust  created  about  six  years  ago  provided  that 
after  the  death  of  certain  individual  beneficiaries,  the  income  of  a 
very  large  estate  shall  be  devoted  for  all  time  to  the  beautifying  of 
a  cemetery. 

The  evils  resulting  from  restricted  trusts  became  such  a  menace  in 
England  that  Parliament  created  a  commission  to  investigate  them. 
It  found  that  there  were  many  foundations  which  were  working  physical 
and  moral  injury  to  the  communities  they  were  created  to  serve. 
Many  were  foimd  to  be  in  need  of  revision  because  the  purpose  for 
which  they  were  created  had  ceased  to  exist  or  been  found  to  be  un- 
wise or  harmful.  The  result  of  the  investigation  led  some  to  urge  that 
the  government  exercise  control  and  supervision  of  the  creation  of 
charitable  trusts. 

I  hope  I  have  not  spent  too  much  time  in  urging  that  charitable 
trusts  be  created  broad  and  flexible  enough  to  permit  of  unrestricted 
use  if  the  purpose  designated  by  the  donor  ultimately  becomes  unwise 
or  obsolete.  Coupled  with  the  power  to  give  should  be  the  power  to 
withhold,  for  the  evil  of  the  "Dead  Hand''  though  ages  old,  cannot 
be  avoided.  There  is  a  giving  that  neither  blesses  them  that  give 
nor  those  that  receive,  and  I  hope  the  time  will  soon  come  when  the 
law  will  recognize  that  property  belongs  to  the  living  and  not  the 
dead  to  the  extent  of  forbidding  the  appropriating  of  wealth  unalter- 
ably to  a  narrowly  conceived  public  use. 

To  the  extent  that  trusts  are  presently  created  for  the  good  of 
humanity,  or  made  ultimately  available  for  such  use  if  dedicated  to 
special  purposes  at  the  outset,  it  would  make  for  greater  efficiency  and 
economy,  for  better  security  and  abler  management  if  the  property 
ccmstituting  such  trusts  in  every  community  whatever  its  geographical 
boundaries  might  be,  whether  town,  city,  county  or  State,  were  held 
and  administered  as  thou^  constituting  a  single  trust,  with  power 
to  designate  the  use  of  income  lodged  in  a  competent  and  representa- 
tive committee  or  board  of  trustees. 

The  purpose  of  the  community  trusts  thus  far  created,  so  far  as  I 
know  them,  is  to  provide  sudi  administration  and  control.  They  might 
be  defined  as  charitable  trusts  created  and  managed  by  the  members 
of  a  community  for  the  benefit  of  the  community.  They  permit  of 
the  use  of  income,  and  principal  under  certain  conditions,  for  every 
charitable  and  educational  purpose  which  makes  for  the  advancement 
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of  mankind,  regardless  of  race,  color  or  creed.  For  the  most  part  they 
provide  that  the  trustee  shall  respect  and  be  governed  by  any  pai^ 
iicular  wishes  that  may  be  expressed  by  the  donor  as  to  use  to  be 
made  of  the  property  given  by  him,  but  only  in  so  far  as  the  purpose 
indicated  shall  seem  to  the  trustee  under  conditions  as  they  may 
hereafter  exist,  wise  and  most  widely  beneficial,  absolute  diacretioa 
being  vested  in  the  trustee  to  determine  with  respect  thereto. 

Quite  as  important  as  the  scope  or  breadth  of  purpose  of  a  charitaUe 
trust,  whether  created  by  a  community  or  an  individual,  is  the  need 
of  providing  for  an  able  and  responsible  management  of  the  prop&ty 
constituting  the  trust.  It  is  equally  important  that  the  pow^  to 
dispose  of  income  should  be  lodged  in  those  who  are  interested  in 
welfare  work  and  have  a  knowledge  of  the  civic,  educational  and 
moral  needs  of  the  community.  It  is  desirable  that  their  term  of 
office  be  for  a  more  limited  period  that  they  may  be  answerable,  as 
upon  a  recall,  should  they  be  candidates  for  re-appointment,  if  they 
have  been  neglectful  of  their  duties  or  lacking  in  vision. 

The  founders  of  community  trusts  and  the  public,  who  are  the 
real  beneficiaries,  are  c<mcemed  that  the  trusts  be  administered  with 
ability,  fidelity  and  zeal.  It  is  desirable  for  their  protection  that  the 
accounts  of  the  trustee  and. the  committee  on  distribution  be  audited 
annually  by  competent,  disinterested,  public  accountants,  whose  re- 
ports should  be  made  public.  To  further  lessen  the  danger  of  mal- 
administration and  fraud,  the  books  and  records  of  the  committee  and 
trustee  should  be  open  to  inspection  by  the  Attcnmey  General  of  the 
State  or  the  law  officer  of  a  municipality. 

Provision  has  been  made  in  all  the  community  trusts  thus  far 
created,  so  far  as  I  know  them,  for  the  protection  and  safeguards  I 
have  indicated.  The  power  of  visitation  is  conferred.  One  or  more 
responsible  corporate  trustees  are  designated  to  manage  and  control 
the  trust  estate.  Unrestricted  power  to  distribute  income  and  under 
certain  conditions  a  portion  of  the  principal,  is  delegated  to  a  non- 
sectarian,  non-political  committee  of  five  or  more  members  who  are 
experienced  in  welfare  work,  some  appointed  by  the  trustee,  others 
by  public  officials. 

The  following  is  a  list  of  the  community  trusts  which  have  been 
established  since  January  1,  1914: 

Place  Trustee  and  Date  Established. 

1.  The  Cleveland  Foundation; 

The  Cleveland  Trust  Co.,  Jan.  2,  1914. 

2.  St.  Louis  Community  Trust; 

St.  Louis  Union  Trust  Co.,  Jan.  21,  1915. 

3.  Spokane  Foundation; 

Union  Trust  &  Savings  Bank,  March  23,  1915. 
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Place  Trustee  and  Date  EstaUished. 

4.  Chicago  Community  Trust; 

Harris  Trust  &  Savings  Bank,  May  12,  1916. 

5.  Milwaukee  Foundation; 

Wisconsin  Trust  Co.,  May  24,  1916. 

6.  Los  Angeles  Community  Trust; 

Seciuity  Trust  &  Savings  Bank,  June  1,  1916. 

7.  Attleboro  Foimdation; 

Attleboro  Trust  Co.,  June  15,  1916. 

8.  Minneapolis  Foimdation; 

Minneapolis  Trust  Co.,  June  25,  1916. 

9.  Permanent  Charity  Fund; 

Boston  Safe  Deposit  A  Trust  Co.,  Sept.  7,  1916. 

10.  Houston  Foundation; 

City  of  Houston,  Texas,  Oct.  6,  1915. 

11.  Detroit  Community  Trust; 

Detroit  Trust  Co.,  Dec.  7,  1916. 

12.  Seattle  Foundation; 

Seattle  Trust  Co.,  Dec.  20,  1916. 

13.  Sioux  City  Common  Fund; 

Farmers*  Loan  A  Trust  Co.,  December  28,  1915. 

14.  Indianapolis  Foundation; 

Fletcher  Savings  A  Trust  Co.,  Indiana  Trust  Co., 
Union  Trust  Co.,  Jan.  6,  1916. 

15.  Louisville  Foundation; 

Louisville  Trust  Co.,  May  10,  1916. 

16.  Rhode  Island  Foundation; 

Rhode  Island  Hospital  Trust  Co.,  June  13,  1916. 

17.  Hawaiian  Foundation; 

Hawaiian  Trust  Co.,  Dec.  29,  1916. 

18.  New  Orleans  Commxmity  Trust; 

Interstate  Trust  A  Banking  Co.,  June  13,  1918. 

19.  Philadelphia  Foundation; 

Fidelty  Trust  Co.,  Dec.  20,  1918. 

20.  Pittsburgh   Community  Foundation; 

Commonwealth  Trust  Co.,  Aug.  22,  1919. 
The  trustee  of  the  community  trusts  thus  far  created,  recognising 
that  the  living  prefer  to  dispense  their  charity  during  their  lifetime 
and  that  gifts  to  charity  for  the  most  part  are  made  at  death,  have 
properiy  directed  their  efforts  to  seeking  contributions  under  wills  and 
living  trust  agreements.  Undoubtedly  some  bequests,  especially  where 
the  donors  are  childless,  will  become  available  at  the  death  of  the 
donors  but  for  the  most  part  bequests  wiU  not  become  available  imtil 
the  death  of  wife  and  children  and  sometimes  not  until  the  death  of 
grandchildren. 
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A  booklet  describing  the  St.  Louis  Community  Trust  well  says 
that  "the  Community  Trust  can  afford  to  wait;  it  is  for  all  time;  it 
has  no  pressing  demands;  it  can  gather  up  bequests  and  donations  as 
and  when  donors  desire  to  give  them  and  translate  them  into  practical, 
helpful  assistance  for  that  portion  of  the  community  which  at  the 
moment  stands  most  in  need  of  help."  Time  will  be  required  to 
determine  the  value  and  usefulness  of  community  trusts.  I  am  hope- 
ful they  will  be  found  helpful  in  avoiding  the  evil  effects  of  the 
"Dead  Hand"  and  in  stimulating  and  safeguarding  gifts  to  charity. 

Most  lawyers  have  contributed  their  share  to  creating  charitable 
trusts  restricted  to  definite  and  unalterable  uses.  My  experience  as 
a  lawyer  and  trust  officer  in  dealing  with  prospective  founders  of 
charitable  trusts  has  led  me  to  believe  that  they  seldom  have  definite 
ideas  as  to  the  purpose  to  which  they  would  dedicate  their  wealtiL 
They  seek  the  advice  of  trust  officers  and  counsel,  who,  unfortunately, 
sometimes  are  lacking  in  experience  and  vision  which  would  enable 
them  to  be  most  helpful.  To  wisely  plan  a  trust  intended  to  serve  an 
unalterable  purpose  for  all  time  necessitates  the  founder  seeking  out 
an  evil  to  be  corrected  and  the  remedy  to  be  employed.  Then  means 
must  be  devised  to  secure  independent  and  effective  application  of  his 
gift  for  all  time  to  the  purpose  designated  and  the  withering  effect  of 
neglect,  waste  and  fraud  must  be  guarded  against  and  means  devised 
to  provide  proper  stimulus  for  those  who  are  to  administer  the  trust, 
for  the  zeal  of  the  founder  cannot  be  bequeathed  with  his  wealth. 
These  problems  require  time,  patient  study,  a  trained  mind  and  a 
political  wisdom  and  the  hurry  and  bustle  of  the  banking  room  and  the 
law  office  are  sometimes  ill-adapted  to  their  resolution. 

It  will  make  for  the  convenience  not  only  of  donors  but  of  corpo- 
rate trustees  if  a  general  plan  for  handling  charitable  trusts  in  each 
community,  whether  they  be  large  or  small,  can  be  finally  worked  out 
on  lines  that  are  so  broad  and  flexible  and  so  effective  as  to  safeguard 
every  interest  and  serve  every  need.  It  is  not  improbable  that  trust 
companies  in  time  will  be  regarded  as  inadequately  equipped  to  serve 
the  benevolently  disposed  unless  they  have  some  well  conceived  plan 
available  for  general  use. 

Personally  I  believe  that  institutions,  as  individuals,  owe  a  duty 
to  serve  the  communities  in  which  they  exist.  Trust  companies,  as  I 
view  it,  are  charged  with  the  responsibility  of  being  helpful  in  gather- 
ing up  for  the  use  of  the  communities  they  serve  the  wealth  that 
goes  to  waste.  To  serve  in  this  way,  without  taint  of  self-seeking  (by 
which  I  would  not  wish  to  be  understood  to  mean  without  compensa- 
tion, for  gratuitous  service  soon  becomes  synonymous  with  poor  service, 
introduces  an  elevating  and  spiritualizing  influence  in  an  organixation 
which  makes  fo  rhigher  ideals,  and  the  highest  ideals  are  needed  in  an 
institution  that  aims  to  serve  the  living  and  the  dead. 
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There  are  many  in  ev^ry  community  who  feel  a  sense  of  regret  that 
the  effort  they  have  been  compelled  to  make  to  establish  themselves 
in  life  has  consumed  too  much  of  their  time  and  energy.  They  desire 
to  give  their  children  every  opportunity  and  advantage  their  means 
can  provide  which  will  make  for  useful  and  respected  citizenship. 
Many  will  be  found  who  agree  with  Mr.  Rockefeller  that  money  that 
comes  without  effort  is  seldom  a  benefit  and  with  Mr.  Carnegie  that 
we  are  trustees  in  a  ver>'  real  sense  of  the  wealth  we  possess.  There 
are  many  who  fear  to  unduly  enrich  their  children  or  to  make  them 
prey  of  the  fortune  hunter  or  the  cunning  and  unscrupulous  promoter. 
To  make  it  impossible  for  them  to  come  to  want  and  become  de- 
pendents m  their  old  age,  men.  of  wealth  are  increasingly  trusting 
all  or  some  portion  of  their  property  so  as  to  permit  of  the  use  of 
income  and  if  need  be,  all  of  the  principal,  in  providing  for  the  com- 
forts and  enjoyments  of  their  family.  Often  such  disposition  results 
in  a  portion  of  the  estate  being  left  unconsumed.  This  residuum,  even 
in  estates  of  moderate  size,  can  frquently  be  secured  for  community 
use  after  the  death  of  individual  beneficiaries,  for  people  of  limited 
means  share  with  men  of  wealth,  the  desire  that  the  world  may  be 
the  better  for  their  having  lived.  They  welcome  finding  a  way  in 
which  some  portion  of  their  estate  may  be  used  in  helping  to  make 
better,  stronger,  purer  men  and  women.  I  am  hopeful  that  in  these 
6&yB  of  social  unrest,  when  the  accumulation  of  large  fortunes  is 
often  decried,  if  it  be  known  that  a  generous  portion  of  the  wealth 
one  accumulates  is  ultimately  to  be  devoted  to  community  use,  it 
may  be  deemed  honorable,  even  in  the  eyes  of  the  professional  critic, 
for  men,  who  prefer  struggle  and  achievement  to  idleness  and  leisure, 
to  continue  the  pursuit  of  wealth. 

An  address,  "Some  New  Duties  of  Bankers,"  was  delivered 
by  Hal  H.  Smith,  member  board  of  directors,  Union  Trust 
Co.,  of  Detroit. 


SOME  NEW  DUTIES  OF  BANKERS 

Hal  H.  Smith 

Mr.  Chairman  and  Gentlemen  of  the  Trust  Company  Section:  I 
did  not  accept  the  invitation  of  the  Program  Committee  with  the  idea 
that  I  should  attempt  to  deliver  an  instructive  address  to  this  meeting. 
What  I  thought  was  that  it  might  not  be  improper  to  come  here  and 
make  an  inquiry.  I  wanted  to  ask  where  the  trust  companies  and 
bankers  intend  to  stand  on  this  old  issue,  but  new  fight,  with  the 
forces  of  socialism  and  anarchy. 
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You  are  already  thinking  that  this  is  a  curious  inquiry,  that  of  course 
the  banks  are  opposed  to  socialism  and  anarchy— but  that  hardly  answers 
the  question.  What  do  the  banks  intend  to  do  with  the  employer 
and  customer  of  theirs  who  is  face  to  face  with  a  strike?  What  do 
we  intend  to  do  this  week  with  plants  all  through  the  country  whose 
raw  material  is  curtailed  by  the  steel  strike,  and  who  will  need  funds 
to  carry  them  until  that  strike  is  over?  Will  they  be  financed  to  the 
limit,  or  will  their  quick  assets  be  scrutinized  with  the  meticulous  care 
of  the  so-called  conservative  banker?  Will  you  translate  your  con- 
firmed opposition  to  socialism  and  strikes  into  something  of  definite 
value  to  the  nation,  or  will  you  make,  as  money  generally  does,  an 
orderly  retreat  in  the  face  of  battle  on  the  theory  that  your  first 
duty  is  to  your  trust  and  your  depositors?  Do  you  propose  to  stand 
to  the  aid  of  every  employer  who  now  needs  assistance,  who  resistB 
unjust  labor  demands,  or  will  you  gently  but  firmly  withdraw  his 
credit  as  his  strike  wears  on  to  its  end?  Are  you  going  to  continue 
to  support  as  a  popular  charity  every  plausible  scheme  to  better  some- 
body's condition  by  the  conversion  of  somebody  else's  property,  or 
are  you  going  to  employ  every  dollar  of  your  resources,  yoiur  customers' 
resources  and  your  depositors'  resources,  that  it  is  within  your  power 
to  employ,  to  defend  the  doctrine  that  private  property  is  entitied 
to  the  protection  of  law,  and  that  an  honest  day's  wage  demands  an 
honest  day's  work? 

In  a  word  I  thought  it  might  not  be  out  of  place  to  inquire  here 
whether,  in  this  fight  against  the  unjust  demands  of  the  labor  union 
and  the  bolshevist,  you  intend  to  take  your  place  as  patriotic  bufiineas 
men  in  the  trenches,  or  whether  you  will  find  it  convenient  to  remain 
at  home  and  await  the  draft  and  conscription?  I  make  that  inquiry 
because  the  time  has  come  when  something  more  than  the  words  and 
platitudes  in  the  advertising  circulars  of  banking  institutions  is  needed 
in  the  defense  of  the  nation's  industries,  and  because  the  business  men 
of  the  country  from  now  on  will  want  to  know  whether  their  banks 
are  their  fair  weather  friends  or  their  steadfast  defenders. 

The  issues  between  the  closed  shop  and  the  employer,  and  between 
the  bolshevist  and  all  the  rest  of  society,  are  not  the  issues  of  the 
economist  and  the  employer  alone;  they  are  the  issues  of  the  bankers 
as  well.  The  theory  of  the  highest  wage  for  the  least  work  is  hardly 
the  theory  of  thrift.  It  is  not  the  theory  of  orderly  honest  saving, 
and  in  the  long  run  it  runs  counter  to  every  principle  upon  which  is 
foimded  the  whole  system  of  banking. 

The  doctrine  that  private  property  shall  end  is  not  the  doctrine  of 
a  trust  company.  A  trust  is  perhaps  the  highest  expression  of  the 
theory  of  private  property.  A  testamentary  trust  projects  the  will  of 
the  testator  into  the  future  and  makes  it  effective  on  his  property 
years  beyond  his  death.    It  finds  agents  so  loyal  to  the  theory  of  the 
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eacrednesB  of  the  property  that  has  resulted  from  a  man's  lifetime  of 
effort  that  they  will  carry  out  faithfully— that  is  the  pride  of  the  trust 
company— that  they  will  carry  out  faithfully  the  intention  of  the 
creator  of  the  trust  long  after  his  power  to  direct  them  or  punish 
them  has  gone.  The  trust  is  the  apotheosis  of  the  theory  of  private 
I»operty. 

Where  then  should  the  trust  company  and  bank  stand  when  the  very 
institution  of  private  property  is  attacked? 

Do  not  think  that  it  is  not  attacked  by  the  trade  union.  In  principle, 
perhaps,  the  trade  union  has  not  been  against  it.  Originally  the  union 
demanded  the  right  to  organize  solely  in  order  to  compel  the  payment 
of  a  better  wage  and  to  improve  the  working  conditions  of  its  mem- 
bers. So  far  that  is  the  recognition  of  the  sacredness  of  private  property. 
It  only  demands  what  is  conceived  to  be  a  just  proportion  of  the 
earnings  of  that  property.  But  for  years  these  trade  unions  have 
fought  their  battles  and  in  time  have  grown  in  strength  and  power. 
Now,  drunk  with  a  political  power  but  recently  accorded  to  them,  and 
swollen  with  a  political  prestige  created  by  a  new  and  surprising 
deference  upon  the  part  of  those  who  rule  the  nation,  they  have 
advanced  from  their  demands  for  a  part  of  the  earnings  of  the  industry 
in  return  for  their  labor,  to  a  demand  for  a  participation  in  the  control 
of  the  industry  without  an  ownership  therein  or  participation  in  the 
risks  of  that  ownership.  They  seek  now  to  take  over  a  part  of  the 
functions  of  the  ownership  of  private  property  without  joining  in 
the  responsibility  of  that  ownership.  That  is  an  attack  at  the  very 
theory  of  private  property  since  that  theory  confines  to  the  owner 
alone  the  right  of  control  over  his  property  so  long  as  that  control 
does  not  run  counter  to  the  public  good. 

This  demand  for  a  part  control,  without  a  part  ownership,  is  the 
open  demand  of  the  union.  They  make,  however,  a  more  insidious 
threat  at  the  whole  theory  upon  which  our  civilization  rests  when 
they  persistently  preach  the  doctrine  of  the  highest  wage  for  the  least 
possible  work.  Civilization  was  not  built  upon  that  theory;  savings 
do  not  grow  upon  that  doctrine,  the  accumulated  wealth  of  the  cen- 
turies never  developed  upon  that  principle.  Every  atom  of  civilization 
that  we  now  possess  rests  upon  the  principle  of  unstinted  labor.  If 
achievement  for  the  sake  of  achievement — ^not  for  the  sake  of  reward — 
were  eliminated  from  the  history  of  the  world,  there  would  today  be 
but  little  civilization.  Private  property,  which  is  the  saving  of  prior 
labor  and  effort,  could  not  have  come  into  being  upon  a  decreasing 
margin  of  labor.  It  arises  only  when  there  is  an  increasing  margin 
of  labor  over  necessities.  It  grows  and  multiplies  when  we  offer 
the  greatest  amount  of  labor  in  return  for  a  complete  and  just  com- 
pensation. 

I  distinguish  between  the  trade  union  and  the  Bolshevist.     They 
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are  in  theory  radical  opposites.  The  Bolshevist  will  never  become  a 
trade  unionist.  But  though  they  are  in  theory  as  far  apart  as  the 
two  poles,  the  trade  union  man  turns  easily  into  a  Bolshevist.  The 
trade  unionist  rebels  against  the  methods  of  the  capitalistic  system. 
The  Bolshevist  rebels  against  the  whole  system,  principles  and  all. 
The  trade  unionist,  not  understanding  the  theory  of  his  opposition, 
slips  easily  into  open  revolt  against  all  society.  But  the  Bolshevist, 
who  desires  to  wipe  out  all  property,  to  nationalize,  as  he  says,  every 
industry,  to  destroy  money  and  savings  and  the  whole  theory  of 
our  present  civilization  root  and  branch — ^he  detests  the  unionist  more 
than  he  detests  the  apostle  of  capital.  The  latter  is  his  more  or  less 
respected  enemy;  the  \mion  which  compromises  with  capital  in  return 
for  an  increase  in  wages,  is  a  traitor  to  the  cause  of  the  proletariat. 
Where  then  the  \mion  fights  with  capital  and  is  gradually  driven 
by  the  logic  of  its  position  into  a  revolt  against  all  private  property, 
the  Bolshevist  at  once  and  openly  declares  his  eternal  hostility  to  every 
form  of  property  segregated  to  any  individual  who  may  have  earned 
it  by  industry,  by  integrity  or  the  employment  of  a  superior  intelligence 
in  the  work  of  mankind.  Private  property,  he  says,  is  theft.  The 
modern  unionist  and  the  Bolshevist  agree  in  one  thing.  They  are  both 
determined  upon  the  loot  of  capital,  but  the  Bolshevist  sees  in  the 
end  a  triumph  over  both  capital  and  labor,  and  a  complete  annihila- 
tion not  only  of  capital  and  interest,  but  of  all  savings  and  all  wages. 
It  dangles  before  the  needy  and  unfortunate  the  greater  prize;  and 
its  doctrines,  supported  by  the  maudlin  sympathy  of  the  parlor 
socialist,  make  the  more  rapid  progress. 

Can  it  be  that  there  is  any  truth  in  this  theor>%  developed  years 
aRO,  but  now  for  the  first  time  exploited  by  action,  that  the  institution 
of  private  property  is  a  crime  acainst  mankind?  The  whole  Christian 
civilization  rests  upon  it.  The  tcachin-^j  of  Christ  respected  it  and 
the  virtues  he  preached  prew  out  of  it.  The  whole  conception  of 
life  is  embraced  in  it.  It  is  a  familiar  fiu^hion  to  talk  of  the  sacred- 
ness  of  life  as  compared  with  the  saoredness  of  property  and  to  con- 
demn those  who,  as  the  popular  phrase  nms,  exploit  the  man  for 
the  sake  of  the  dollar;  but  how  can  you  separate  man  from  the 
property  that  surrounds  him?  It  is  a  part  of  his  very  life.  What 
would  that  life  mean  if  today  there  were  destroyed  every  vestige  of 
that  property  that  has  been  the  result  of  the  effort  of  our  forefathers. 
Private  property  is  the  fruition  of  life.  It  is  the  expression  of  life. 
All  the  life  that  is  in  the  hand,  in  the  brain,  in  the  heart,  finds  its 
finest  development,  its  highest  expression  in  the  creation  of  new 
property.  The  glorious  words  of  the  poets,  the  wisdom  of  the  sages, 
the  inspiration  of  the  prophets,  they  are  no  more  than  spurs  to  the 
development  of  mankind.  The  reason  that  they  are  glorious  and 
wise  and  inspired  is  that  they  are  ultimately  translated  into   some 
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concrete  agency  for  the  betterment  of  life;  ultimately  transformed 
into  a  home  or  a  tool  that  shall  lift  the  individual  higher  toward 
divinity.  But  this  is  like  canying  coals  to  Newcastle  to  defend  the 
institution  of  private  property  before  those  who,  as  I  said  a  while 
ago,  spend  their  lives  in  the  care  of  that  property  and  daily  demon- 
strate their  complete  belief  in  the  sacredness  of  that  institution  by 
the  faithfulness  with  which  they  discharge  their  trusts. 

What  then  will  the  trust  company  do?  Where  will  it  stand  in 
this  first  great  battle?  Will  it  whisper  "Hush,  hush,"  to  the  employer 
who  defies  the  demands  of  those  who  seek  to  appropriate  his  property? 
Will  it,  like  the  coward  that  money  generally  is,  leave  that  employer 
to  struggle  alone  against  these  forces  of  envy  and  disorder?  Or  will 
it  by  its  money  and  influence,  by  every  means  in  its  power,  preach 
the  eternal  justice  of  the  sjrstem  which  protects  honest  wages  in  the 
hands  of  honest  industry,  and  concedes  to  honest  capital  the  just 
reward  of  its  employment. 

How  can  the  bank  if  we  may  attempt  to  be  specific — how  can  the 
bank  and  the  trust  company  employ  its  resources  in  this  struggle?  It 
can  employ  its  resources  to  defend  the  existing  institutions,  not  their 
evils,  not  their  wrongs,  but  the  fundamental  justice  upon  which  they 
rest  and  their  virtues;  thrift,  integrity  and  industry.  These  are  all 
bound  up  in  their  very  existence  with  the  theory  of  our  Christian 
institutions.  It  is  no  small  task  to  protect  them.  Thrift,  in  many 
of  our  commimities,  seems  to  have  been  forgotten  and  abandoned. 
Economy  has  been  lost.  A  mad  program  of  inflation  and  extravagance 
is  everj-where  in  progress.  Let  not  the  banks  be  carried  away  with 
this  flood.  The  bank  which  countenances  the  inflated  capitalization, 
the  dishonest  promoter,  the  purchaser  beyond  his  means,  the  work- 
man that  keeps  no  savings — that  bank  is  surely  not  defending  the 
instit'ition  upon  which  it  rests  nor  the  virtues  which  are  needed 
to  maintain  the  solvency  of  the  individual  and  the  solvency  of  a  nation 
—not  only  the  solvency  of  the  nation,  but  the  very  nation's  existence. 
Do  you  not  see  some  connection  between  the  thrift  of  the  French 
peasant  and  the  stupendous  courage  with  which  he  withstood  the 
German  invader?  Would  you  again  find  the  same  high  principles 
in  the  individual  American  if  you  do  not  somewhere  check  the  extra- 
ordinary' wave  of  extravagance  that  is  now  corrupting  the  foundations 
of  our  society? 

But  I  have  said  that  the  bank  should  defend  the  institution  of 
private  property.  It  needs  to  do  more  than  that.  It  needs  to  comfort 
and  to  assist  its  allies — the  manufacturer  and  the  business  man  and  the 
employer.  For  their  battle  is  its  battle,  and  their  failure  is  its  failure; 
their  destruction  is  the  destruction  of  its  savings,  its  trusts,  its  deposits 
and  its  earnings.  That  help  must  not  be  confined  to  the  advice 
with  which  our  banker  friends  have  been  so  free  in  the  past.    Criticisms 
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of  bailee  sheets  have  their  place;  coiinsel  as  to  curtailment  of  pur- 
chases has  its  value,  but  the  battalion  on  its  way  to  the  attack  wanto 
no  new  plans  delivered  to  it;  no  new  program  suggested.  It  wants  a 
soldier  marching  with  it;  a  new  comrade  that  forgets  past  offenses 
and  goes  into  battle  as  steadfast  and  joyous  as  an  American  in  the 
Argonne  forest. 

But  why  should  the  bank  wait  for  a  chance  to  help  the  employer 
and  the  manufacturer?  Why  should  it  not  at  once  advance  to  the 
attack  to  actively  fight  for  its  own  principles  and  its  own  life?  Why 
should  it  wait  before  it  employes  all  its  resources  in  this  strug^e? 
The  banks  have  opportunities  to  join  in  the  battle.  There  must 
be  some  bank  that  houses  the  funds  of  the  American  Federation  of 
Labor  out  of  which  the  attack  on  the  steel  corporation  is  financed. 
I  have  no  knowledge  where  that  bank  is,  but  I  am  firm  in  the  belief 
that  the  officers  of  that  bank  condenm  the  strikers  as  loudly  as  any 
of  us  and  yet  they  issue  to  them  certificates  of  deposits.  Who  finances 
the  individuals  that  make  this  contest  and  carefuUy  keeps  for  them 
their  investments  and  savings  while  they  go  forth  to  riot  and  disorder? 
Is  the  lust  for  deposits  and  more  business  and  profits  so  great  that 
.  the  banks  somewhere  must  finance  the  very  forces  of  the  enemy? 
They  might  as  well  keep  in  store  the  enemies'  guns  and  dynamite. 

This  is  no  time  for  the  old  conservative  banker  who  earned  that 
name  by  sacrificing  everything  to  his  profit  and  loss  account.  This  is 
the  time  for  a  new  and  audacious  banker  who  looks  beyond  the 
daily  balance  sheet  to  the  fimdamentals  of  life,  who  is  prepared  for 
sacrifice  as  are  the  employers  and  manufacturers  who  may  lose  their 
industrial  existence  in  the  defense  of  the  principle  of  free  employment. 

It  was  heartening  to  read  Mr.  Morgan's  message  to  Judge  Gary, 
demonstrating  that  one  House,  at  least,  approved  his  stand.  How 
much  more  heartening  it  would  be  if  other  banks  could  recognize  that 
the  strike  at  the  steel  corporation  is  a  blow  at  every  bank,  and  could 
pledge  to  it  their  support  and  could  declare  that  wherever  they  saw 
the  proposal  for  the  closed  shop  appearing  they  would  immediately 
attempt  to  destroy  it. 

This  active  battle  is  a  battle  of  propaganda,  a  struggle  to  educate 
the  public,  the  employer  and  the  workman.  It  is  a  struggle  to 
ameliorate  all  the  unfortunate  conditions  in  the  life  of  any  worker 
in  industry.  I  have  nowhere  excused  any  employer  who  denies  to 
the  employe  the  highest  wage  for  honest  labor.  That  employer  is 
as  false  to  his  institution  as  is  the  labor  which  fights  him.  Labor  has 
the  excuse  that  it  seeks  to  redress  an  injury;  that  false  employer  has 
no  excuse  whatever.  He  may  store  up  immediate  profits,  but  he  will 
eventually  bring  destruction  to  himself  and  his  industry.  At  him 
the  bankers  should  str!kr  co  surely  and  as  certainly  as  they  strike 
against  any  enemy.    Too  often  the  bank  increases  the  loan  to  one 
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who  pays  too  low  wages  and  decreases  the  loan  to  one  who  pajB  high 
wages,  forgetting  that  the  real  fundamental  factors  of  credit  are  behind 
the  balance  sheet. 

This  contest  of  education  and  propaganda  must  go  steadily  on. 
We  must  convert  the  wage  earner  into  the  capitalist  so  that  we  can 
g[ye  him  a  part  in  the  control  of  industry  and  make  him  in  reality 
a  partner.  He  can  in  any  event  be  a  partner  in  many  respects;  in 
the  coatrol  of  his  labor  conditions,  in  the  control  of  his  living  condi- 
tions, in  the  discussion  of  questions  of  co-operation  and  conciliation. 
But  <xily  when  he  has  acquired  by  his  thrift  a  part  ownership  in 
the  propniy,  and  he  must  alwajrs  have  that  opportunity,  should 
he  rise  to  a  full  participation  in  its  benefits  and  become  a  full  partner 
in  the  enterprise. 

Upon  no  other  fundamental  than  upon  the  doctrine  of  part  owner- 
ship can  ever  be  built  any  division  to  the  laborer  beyond  that  of  his 
regular  wages  for  his  regular  day's  work. 

You  say  this  plan  of  battle  means  a  long  road  and  a  hard  one, 
and  that  there  is  little  help  in  it  to  meet  the  immediate  problems 
and  difficulties  of  the  day.  That  may  be  true.  But  we  are  well  on 
that  road  today  and  whether  we  will  or  not  must  follow  it.  This 
is  no  new  world  as  some  have  said.  The  war  has  not  changed  mankind 
or  the  fundamental  rules  of  life.  The  old  evils  remain  unchanged 
and  the  old  virtues.    There  is  now  no  new  panacea  for  all  the  wrongs. 

We  cannot  hope  at  once  to  destroy  the  envy,  all  the  jealoui^, 
cupidity  and  greed  in  industrial  life.  We  can  only  steadily  set  our 
face  toward  the  final  goal  and  continually  struggle  to  lift  out  of 
penury  and  want  and  suffering  every  individual  human  being,  not  by 
diarity,  not  by  the  destruction  of  the  savings  of  others,  not  by  the 
nationalization  of  the  accumulation  of  centuries  of  efforts,  but  by 
the  continual  development  of  individual  character  and  individual 
abihty.  Equality  of  property,  equality  of  success,  that  can  never  be. 
Bolshevism  may  today  destroy  all  inequality,  but  tomorrow  individual 
effort  will  have  built  it  up  again.  Equality  of  opportunity,  that 
can  be.  It  should  be  the  goal  of  our  civilization.  When  that  is 
accomplished,  then  individual  minds  and  individual  souls  shall  for 
the  first  time  find  their  finest  flower.  Nationalism  for  the  nation; 
individualism  for  the  individual;  the  fullest  opportunity  for  each 
sincJe  life  to  develop  and  to  grow,  these  must  continue  to  be  the 
final  end  of  our  existence.  Always  must  those  who  walk  in  the  valley 
struggle  up  to  those  who  walk  the  heights.  But  they  must  not  in 
that  struggle  destroy  their  fellows.  They  must  advance  all  together. 
When  the  least  among  us  shall  have  been  made  a  king,  then  shall 
the  greatest  have  justified  their  lives. 

In  this  age-old  struggle  let  the  banks  and  trust  companies  write 
down  their  names  as  volunteers  and  take  up  their  weapons  to  fight  the 
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battles  of  the  old  property,  the  old  religion,  the  old  ambitions,  ^ 
old  hopes,  the  old  virtues.    There  are  no  others. 

At  the  Tuesday  afternoon  meeting  the  following  resolution 
was  unanimously  adopted: 

^'Whereas,  the  removal  of  the  Association  offices  from  New  Yod 
has  been  discussed  and  recommended  by  certain  members,  and 

^*Whebba8,  the  Executive  Committee  of  the  Trust  Ck>mpany  Section 
has  unqualifiedly  opposed  such  removal  through  the  passage  of  a 
resloution  adopted  at  a  meeting  of  the  Committee,  on  February  21, 
1919,  therefore  be  it 

'^Resolved,  that  this  Section  approves  of  the  action  then  taken 
by  the  Executive  Committee  in  this  respect,  and  be  it  further 

^'Resolved,  that  this  Section  disapproves  of  the  agitation  and  de- 
clares its  purpose  to  retain  its  offices  in  the  City  of  New  York.'' 

The  Nominating  Committee  submitted  as  tiieir  recommenda- 
tion for  members  of  the  Executive  Committee  to  serve  three 
years,  the  following,  who  were  unanimously  elected:  Nathan 
D.  Prince,  vice-president  Hartford-Connecticut  Trust  Com- 
pany, Hartford,  Conn.;  George  D.  Edwards,  vice-president 
Commonwealth  Trust  Company,  Pittsburgh,  Pa.;  Evans 
Woollen,  president  Fletcher  Savings  &  Trust  Company,  In- 
dianapolis, Ind.;  John  Stites,  president  Louisville  Trust  Com- 
pany, Louisville,  Ky.;  W.  J.  Eonuners,  vice-president  Unioo 
Trust  Company,  Spokane,  Wash. 

Lynn  H.  Dinkins,  president  Interstate  Trust  &  Banking 
Company,  New  Orleans,  La.,  was  elected  President  and  Ed- 
mund D.  Hulbert,  president  Merchants'  Loan  A  Trust  Com- 
pany, Chicago,  First  Vice-President  of  the  Section.  At  a 
meeting  of  the  Executive  Committee  held  at  the  close  of 
the  session,  J.  A.  House,  president  Guardian  Savings  A  Trust 
Company,  Cleveland,  was  elected  Chairman^  and  Leroy  A. 
Mershon  re-elected  Secretary  of  the  Section. 

On  account  of  lack  of  space  the  reports  of  State  Vice-Presi- 
dents are  omitted. 
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EXECUTIVE  COMMITTEE 

Tebm  Expiring  1920 

John  J.  Pulletn,  President,  Emigrant  Industrial  Savings  Bank,  Kew 

York,  N.  Y. 
B.    F.    Saul,    Vice-President,    American    Security    &   Trust   Compaoy, 

Washington,  D.  C. 
W.  E.  Knox,  Comptroller,  Bowery  Savings  Bank,  New  York,  N.  Y. 

Term  Expiring  1921 

Samuel  H.  Beach,  President,  Rome  Savings  Bank,  Rome,  K.  Y. 
Frederic  B.  Washburn,  President,  Franklin  Savings  Bank,    Bostoii, 

Mass. 
R.  R.  Frazieb,  President,  Washington  Mutual  Savings  Bank,  Seattle, 

Wash. 

Term  Expiring  1922 

Melvin  a.  Traylor,  President,  First  Trust  &  Savings  Bank,  Chicago, 

111. 
Louis  Betz,  Treasurer,  State  Savings  Bank,  St  Paul,  Minnesota. 
W.  D.  LoNGYBAR,  Vice-President,  Security  Trust  A  Savings  Bank,  Loi 

Angeles,  Cal. 

Ex-Officio 

Victor  A.  Lersner,  Comptroller,  Williamsburgh  Savings  Bank,  Brook- 
lyn, N.  Y. 
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STATE  VICE-PBESIDENTS 
1919-1920 

Alabama:     Gboveb  Eetton,  Cashier,  Union  Bank  &  Tnut  Co.,  Mont- 
gomery. 

Abizona:     F.  J.  Stewabd,  President,  Southern  Arizona  Bank  &  Truat 
Co.,  Tucson. 

Abkansas:     Wabben   £.   Lenon,  President,   Peoples    Savings    Bank, 
Little  Rock. 

Caldobioa  :     A.  M.  Chaftet,  Vice-President,  Hibernian  Savings  Bank, 
Los  Angeles. 

CoLOBASO:      J.  V.  CocKiNS,  Vioe-President,  Central.  Savings  Bank  k 
Trust  Co.,  Denver. 

CoiiKBCTicirr:     A.   I.   Aixin,  Treasurer,  Middletown   Savings    Bank, 
Middletown. 

Dilawabb:     RoBiBBT  D.  Ebmp,  President,  Artisans  Savings  Bank,  Wil- 
mington. 

D.  or  C:  B.  A.  B0WLB8,  President,  Potomac  Savings  Bank,  Washing- 
ton. 

Flobida:     J.  D.  PiTLLEB,  Cashier,  Peoples  Bank  for  Savings,  St.  Au- 
gustine. 

G10B6IA:     6.  W.  TiEOEMAN,  President,  Georgia  State  Savings  Associa- 
tion, Savannah. 

Idaho:     F.  L.  Davis,  Cashier,  Fremont  County  Bank,  Sugar. 

Illdtoib:     H.  R.  Aisthobfb,  Cashier,  First  Bank  &  Trust  Company, 
Cairo. 

Lnsiana:       Kent  M.  Andbew,  Cashier,  La  Porte  Savings  Bank,  La 
Porte. 

lowA:     £.  J.  MuBTAOH,  President,  County  Savings  Bank,  Algona. 

Karsas:     F.  a.  Manolesdobf,  Cashier,  American  State  Bank,  Atchison. 

Kertuckt:     J.  H.  Schultb,  President,  Central  Savings  Bank  k  Trust 
Co.,  Covington. 

LovisiAHA :    J.  P.  TuBBEOANO,  Vioe-President,  Commercial  Bank  k  Trust 
Co.,  Alexandria. 

Maine:     Walteb  A.  Danfobth,  c/o  Penobscot  Savings  Bank,  Bangor. 

Kabtland:     a  S.  McKiic,  Vice-President,  Savings  Bank  of  Baltimore, 
Baltimore. 

Mamaohusbtis  :     L.  A.  Fote,  Treasurer,  Lawrence  Savings  Bank,  Law- 


HioHiGAN:     Wic.  L1VINO6TONE,  President,  Dime  Savings  Bank,  Detroit. 
MiNNBBOTA:     Louis  Bbtz,  Treasurer,  State  Savings  Bank,  St.  Paul. 
Mississippi:     W.  N.  Chenet,  Cashier,  State  Savings  Bank  k  Trust 

Co.,  Jackson. 
MissouBi:     W.  S.  Webb,  Vice-President  and  Cashier,  Missouri  Savings 

Association  Bank,  Kansas  City. 
Montana:     W.  C.  Rae,  Assistant  Cashier,  Daly  Bank  k  Trust  Co., 

Butte. 
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Nbbbabka:    Fbes)  R.  Gsttt,  Cashier,  South  Omaha  Savings  Bank,  Soath 

Omaha. 
Nevada:     Fbed  Stadtmulixb,  Assistant  Cashier,  The  Washoe  County 

Bank,  Reno. 
New  Hahpshibb:    W.  H.  Bellows,  President,  Littleton  Savings  Bank, 

Littleton. 
New  Jersey:     Howabd  Biddulph,  Treasurer,  Bloomfield  Savinga  In- 
stitution, Bloomfield. 
New  Mexico:     Geo.  H.  Huivkeb,  Vice-President,  Peoples  Bank  k  Tmst 

Ca,  Las  Vegas. 
New  Yobk:      Wic.  S.  Dowitsb,  Secretary,  Auhurn  Savings  Bank,  Au- 
burn. 
NoBTH  Cabolina:     J.  HoLUBS  Davis,  Cashier,  Peoples  Savings  Bank, 

Wilmington. 
NoBTH  Dakota:     W.  V.  O'Connob,  Cashier,  First  Savings  Bank,  Grand 

Forks. 
Ohio:     H.  W.  Gbant,  Vice-President,  City  Trust  &  Savings  Company, 

Youngstown. 
Oklahoma:     Fbank  J.  Wikofp,  President,  Tradesmen    State    Bank, 

Oklahoma  City. 
Obbgon:     E.  H.  Geabt,  Vice-President,  Security  Savings  &  Trust  Co^ 

Portland. 
Pennsylvania:     H.  T.  Montqomsby,  Treasurer,  Savings  Fund  Society 

of  Germantown,  Philadelphia. 
Rhode  Island:     J.  £.  Babcook,  Treasurer,  Wakefield  Institution  for 

Savings,  Wakefield. 
South  Cabolina  :    Chas.  E.  Commandeb,  President,  City  Savings  Bank, 

Florence. 
South  Dakota:     Wm.  Ontjes,  President,  Sioux  Falls  Savings  Bank, 

Sioux  Falls. 
Tennessee:     T.   R.    Dubham,    Vice-President,    Chattanooga    Savings 

Bank,  Chattanooga. 
Texas:    E.  R.  Tennant,  Cashier,  Dallas  Trust  k  Savings  Bank,  Dailas. 
Utah:     Elias  A.  Smith,  Cashier,  Deseret  Savings  Bank,  Salt  Lake 

City. 
Vebmont:     W.  R.  Kinsman,  Vice-President,   Baxter  National  Bank, 

Rutland. 

Vibginia:     D.  a.  Payne,  President,  Lynchburg  Trust  &  Savings  Bank 
Lynchburg. 

Washington:     R.  R.  Fbazieb,  President,  Washington  Mutual  Savings 
Bank,  Seattle. 

West  Vibqinia:     L.  F.  Halleb,  Vice-President,  Citizens  Peoples  Trust 
Co.,  Wheeling. 

Wisconsin:    B.  M.  Smith,  President,  Bank  of  North  Lake,  North  Lsike. 
Wyoming:     A.  H.  Mabble,  President,  Wyoming  Trust  &  Savings  Bank, 
Cheyenne. 
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EIGHTEENTH  ANNUAL  MEETING 
SAVINGS  BANK  SECTION 

Aherioan  Bakksbs  Association 

At  St.  Louis,  Mo. 
September  29,  30,  October  1,  1919 

The  eighteenth  fumnal  meeting  of  the  Savings  Bank  Section 
held  at  St  Louis,  Missouri,  opened  with  a  conference  of  savings 
bankers  which  occupied  both  the  sessions  on  Monday,  Septem- 
ber 29. 

The  first  session  was  called  to  order  at  10  a.  m.  Monday,  by 
President  Victor  A.  Lersner,  who  introduced  Mr.  Baymond  B. 
Frazier,  chairman  of  the  Conference,  and  president  of  the 
Washington  Mutual  Savings  Bank  of  Seattle,  Washington. 

Mr.  Raymond  B.  Fraziee,  (Washington) :  Gentlemen  of 
the  Savings  Bank  Section:  In  the  midst  of  the  most  troublous 
days  since  the  Civil  War  savings  bankers  from  every  section  of 
the  country  have  assembled  here  for  an  all  day  conference.  We 
come  together  at  a  time  when  the  civilized  peoples  of  the  world 
seem  confused  and  confounded,  wondering  what  calamity  may 
overtake  them  next.  It  is  as  if  we  were  sitting  on  the  bobbing 
lid  of  a  volcano,  trustfully  hoping  to  be  saved  from  a  complete 
eruption.  It  is  a  time  for  the  exercise  of  patience  and  reason; 
for  calm  thought  and  prayerful  attitude. 

I  firmly  believe  the  strictly  savings  banks  of  the  country  with 
the  tremendous  power  represented  by  their  six  billion  dollars 
of  resources  are  in  position  to  render  immeasurable  aid  in  solving 
post-war  problems,  if  we  will  but  recognize  the  truth,  grasp  the 
opportunities  that  lie  before  us,  and  measure  up  manfully  to 
our  responsibilities  to  society. 

In  the  report  of  the  committee  on  savings  legislation  sub- 
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mitted  at  the  Chicago  convention  last  year, — ^which  commit- 
tee was  headed  by  Frederic  B.  Washburn,  aided  by  men  high 
in  the  councils  of  the  savings  bank  section,  namely,  Messrs. 
Enox,  Strong,  Sadd,  Saul  and  Nichols,  these  prophetic  words 
are  found:  **Only  those  institutions  will  survive  the  havoc  of 
this  cataclysm  which  are  fit  to  survive.  Savings  bank  executives 
have  a  responsibility  which  can  be  met  only  by  the  use  of  high 
courage  and  by  a  willingness  to  break  the  crust  of  ultra-con- 
servatism which  now  not  only  retards  their  usefulness,  but 
threatens  their  continued  existence/^ 

These  men  were  speaking,  no  doubt,  of  the  mutual  savings 
banks  of  New  England  and  the  East.  Stock  savings  banks, 
I  believe,  may  be  depended  upon — ^wherever  found — ^to  make 
the  most  of  their  opportunities  for  real  service  to  their  respective 
communities,  because  in  the  very  nature  of  things,  stock  savings 
banks  must  be  aggressive  and  up-to-date  if  they  are  to  enjoy 
any  measure  of  success.  I  am  an  enthusiastic  mutual  savings 
bank  man  myself  and  am  thoroughly  saturated  with  the  mutual 
savings  institution  doctrines  and  traditions;  but  the  words 
above  quoted  were  penned,  I  think,  by  mutual  savings  bank 
men,  and  I  am  inclined  to  agree  thoroughly  with  the  sentiments 
expressed. 

Only  in  recent  months  I  heard  an  officer  of  one. of  the  largest 
mutual  savings  banks  of  the  country  openly  prophesy  that  the 
mutual  savings  bank  institution  in  this  country  is  doomed. 
I  have  heard  New  England  commercial  bankers  claim  that  the 
funeral  knell  of  these  institutions  had  already  sounded;  and 
they  base  these  calamity  assertions  on  the  all^fed  fact  that 
mutual  savings  banks  in  the  East  have  descended  into  ru1» 
from  which  they  can  never  hope  to  emerge,  owing  to  the  ultra- 
conservatism  of  figure-head  presidents  and  old-fashioned  treas- 
urers. 

It  is  a  good  sign  if  a  man  recognizes  his  own  weakness. 
"Know  Thyself  !'*  is  a  Divine  command.  If  you  New  England 
savings  bank  men  come  to  know  yourself, — and  it  would  seem 
you  are — it  is  a  most  hopeful  sign. 

Under  the  able  leadership  of  tiie  ofiSeers  of  our  Section  of 
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the  A.  B.  A.  the  way  is  being  pointed  to  the  broad  fields  of 
usefulness  open  to  the  savings  banks  of  the  country. 

A  bill  is  now  before  Congress  appropriating  fifty  million  dol- 
lars to  be  loaned  through  the  Federal  Reserve  Banks  for  home 
building.  What  is  fifty  million  dollars  to  the  mutual  savings 
bankd?  It  is  a  paltry  1%  of  their  resources.  I  wish  these 
banks  might  notify  Congress  that  they  will  set  aside  during 
the  next  ten  years  for  home  building  purposes  fifty  times  fifty 
million  dollars  and  this  is  really  not  an  extravagant  wish,  if 
the  mutual  savings  banks  will  but  recognize  the  wonderful  oppor- 
txmity  that  lies  before  them  to  serve  the  very  men  and  women 
in  their  respective  communities  who  have  made  it  possible  for 
the  banks  to  exist.  I  mean  the  opportunity  of  making  loans 
to  home  builders  and  extending  the  privilege  of  re-payment  in 
installments — conmionly  referred  to  as  amortization  of  mortgage 
loans.  I  sincerely  believe  here  lies  the  greatest  of  all  oppor- 
tunities for  our  savings  banks  to  help  the  country  "survive 
the  havoc  of  this  cataclysm/'  caused  by  the  world  war. 

It  is  impossible  to  associate  radiaclism — ^Bolshevism — I.  W. 
W-ism — ^with  home  ownership, — and  home  ownership  is  the  only 
known  insurance  against  these  "isms."  Nbthing  is  clearer  to 
me  now  than  the  truth  of  the  adage  that  "The  American  home 
is  the  safeguard  of  American  liberties'', — ^just  as  the  French 
home  has  proved  to  be  the  safeguard  of  French  liberties. 

Is  it  too  much  to  hope  that  out  of  this  wonderful  educational 
work  that  the  savings  bank  section  has  carried  on  under  the 
administration  of  President  Lersner  and  Secretary  Harrison, 
the  savings  banks  of  the  country  may  come  to  recognize  the 
fact  that  it  lies  directly  within  their  power,  to  insure  this 
country  against  radicalism  if  they  will  but  rise  to  the  occasion 
and  say  to  the  honest  wage  earners  of  the  country:  "Here  are 
our  billions,  offered  to  you  at  low  rates  of  interest.  Take  this 
money  and  buy  or  build  homes  for  yourself  and  pay  it  back 
to  us  in  convenient  installments." 

If  the  savings  banks  of  the  country  will  adopt  this  program 
of  oo-operation  with  the  people,  they  will  be  encouraging  thrift 
and  systematic  saving  by  a  method  that  will  insure  a  maximum 
of  happiness  and  contentment  to  the  people,  and  that  will  at 
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the  same  time  eflfect  a  contribution  heretofore  undreamed  of 
to  the  wealth,  prosperity  and  safety  of  the  nation.   (Applause.) 

We  are  all  convinced  that  Mr.  J.  J.  PuUeyn,  chairman  of  the 
Committee  on  Amortization  of  Mortgage  Loans,  and  incidentally 
president  of  the  largest  savings  bank  in  the  world,  is  a  man 
with  broad  vision,  and  most  eflfectice  in  advancing  a  new  doc- 
trine. You  will  all  be  pleased  to  look  upon  him  and  hear  his 
voiec  as  he  leads  the  discussion  of  this  most  interesting  and 
timely  subject. 

REPORT    OF    COMMITTEE    ON    AMORTIZATION    OF 
MORTGAGE  LOANS 

John  J.  Pulleyn^  Chairman. 

Gentlemen  of  the  Convention:  At  a  meeting  of  the  Executive  Com- 
mittee, Savings  Bank  Section,  September  26»  1918,  the  following  reeolu- 
tion  was  adopted: 

*'Resolved,  That  a  committee  on  amortization  of  mortgage  loans  be 
organized  to  make  a  study  of  the  most  practical  plans  of  amortization* 
and  acquaint  all  members  of  this  Section  with  their  findings,  together 
with  the  recommendations  of  this  Executive  Committee  on  the  subject, 
and  report  the  results  of  their  activities  at  the  next  regular  meeting  of 
this  Conunittee." 

Subsequent  to  this  meeting  the  committee  investigated  the  practia^ 
bility  of  applying  amortization  to  real  estate  loans.  An  earnest  study 
was  made  of  the  field,  covering  all  classes  of  lenders,  in  order  to  ascertain 
the  best  method  for  the  conunittee's  activities,  and  to  arrive  at  most 
effective  results. 

On  November  11,  1018,  letters  were  written  to  267  clearing  houses 
requesting  the  names  of  banking  institutions  that  use  amortization.  As 
a  result  we  secured  the  names  of  about  1,200  institutions  doing  a 
mortgage  loan  business.  Our  purpose  was  to  utilize  these  names  in 
obtaining  information  about  local  mortgage  markets.  At  the  same  tins 
we  communicated  with  eminent  authorities  in  several  European  countries, 
and  strove  to  make  an  investigation,  particularly  of  the  English  mortgage 
loan  methods.  We  learned  that  amortization  is  not  much  practiced  in 
England.  A  mass  of  information  was  gathered.  This  was  subsequently 
used  in  the  articles  of  the  committee's  Bulletin. 

ThK  QUBSnONNAIBB  ON  AlCOBTIZATION 

On  November  29,  1918,  a  questionnaire  was  submitted  to  the  banks 
named  by  the  clearing  house  associations,  as  well  as  to  the  mutual 
savings  banks  and  to  life  insuranoe  oompanies,  as  foltows: 
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*Terhap8  there  it  no  time  more  propitious  than  now  for  trustee- 
investors  to  consider  a  change  in  present  methods  of  loaning  on  real 
estate  mortgages. 

'*The  suspension  of  building  operations  on  account  of  the  war,  and 
the  resumption  of  the  normal  flow  of  deposits  into  savings  banks, 
will  necessitate  a  demand  for  funds  in  the  former  case  and  a  need 
for  investing  funds  in  the  latter  case. 

"The  stability  and  liquidity  of  the  real  estate  loan  are  essential 
to  safety  and  soundness  of  savings  bank  assets.  This  may  be 
effected  through  mortgage  loan  amortization — the  periodical  repay- 
ment of  a  certain  proportion  not  less  than  2  per  cent,  per  annum 
of  the  principal  of  the  loan.  Thus  there  was  assured  a  decrease  in 
the  borrower's  liabilities  commensurate  with  any  deterioration  of 
the  property. 

"In  order  to  crystallize  some  amortization  plan  for  banks  and 
other  lenders,  we  are  making  a  study  of  amortization  as  used  by 
banks  in  European  countries,  as  well  at  by  banks  in  America.  Any 
information  or  suggestions  from  you  would,  of  course,  materially 
aid  us  in  solving  the  problem. 

''Kindly  answer  the  following  questions  and  send  the  answers  to 
me  as  soon  as  possible,  in  the  addressed  envelope  attached. 

"What  is  the  method  employed  by  you  in  making  and  caring  for 
real  estate  loans? 

"How  long  a  term  do  you  allow  for  mortgages,  and  what  is  your 
practice  when  loans  mature? 

"Do  you  require  any  reduction  of  the  principal,  periodically  or  by 
call?  If  so,  how  and  when?  (I  should  appreciate  copies  of  forms 
used  in  calling  loans  or  portions  thereof,  and  a  description  of  the 
metliod  actually  used.) 

"Do  you  require  a  reduction  of  principal  before  renewal? 

"Do  you  believe  in  the  amortization  of  mortgage  loans? 

"Compliance  with  this  request  will  enable  us  to  make  a  report  to 
joa  of  our  study;  and  this  may  be  beneficial  to  you  in  the  manage- 
ment of  your  institution. 

John  J.  Puixsrif,  Chairman." 

Three  hundred  and  fifty-four  replies  containing  valuable  information 
were  received — information  which  did  much  to  guide  your  committee  in 
the  nati<m-wide  campaign  subsequently  conducted. 
Summarized,  the  answers  to  each  questionnaire  show: 
FirBt,  as  to  method  of  making  loans:  226  banks,  trust  companies  and 
insurance  companies  indicated  that  the  property  loaned  upon  is  examined 
fay  some  oommittee  of  the  board  of  directors  or  board  of  trustees,  includ- 
ing one  or  more  officers.  Only  11  banks,  trust  companies  and  insuranoe 
eompaniee  indicated  that  in  making  a  loan  the  property  is  examined 
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only  bj  an  appraiser.    Generally,  this  method  is  used  bj  small  banks  in 
country  districts. 

Second,  as  to  how  long  a  term  mortgage  loans  are  made  and  as  to  the 
practice  of  the  banks  when  the  loan  matures:  70  institutions  make 
demand  loans;  92  make  loans  on  a  one-year  basis;  4  make  them  on  a 
two-year  basis;  70  make  them  on  a  three-year  basis;  00  make  loans  on 
a  five-year  basis;  3  make  them  on  a  seven-year  basis;  one  institution 
makes  loans  on  an  eight-year  basis;  10  institutions  make  loans  on  a 
ten-year  basis;  4  make  loans  on  a  20-year  basis;  42  institutions  normally 
renew  loans;  and  87  permit  loans  to  run  on  demand  after  maturity, 
generally  reappraising  them  periodically. 

Third,  as  to  reduction  of  principal,  periodically  or  by  call — and  how 
and  when:  191  concerns  do  not  provide  for  any  prepayments,  while  110 
do.  Five  institutions  provide  for  payments  every  three  months;  35  i 
annually;  23  annually;  and  one  bank  requires  a  reduction  of  3  per  < 
Of  the  institutions  that  do  not  require  prepayments,  08  provide  thai 
the  borrower  may  make  advance  payments  on  principal.  One  institution 
permits  2  per  cent,  per  annum  to  be  paid;  another  permits  3  per  cent.; 
and  3  institutions  permit  5  per  cent.  One  institution  permits  7  per 
cent.;  3  institutions  permit  10  per  cent.;  and  2  allow  20  per  cent,  to  be 
repaid  during  the  year.  On  the  other  hand,  2  institutions  permit  pay- 
ment in  multiples  of  $25  per  year  on  small  loans;  10,  in  multiples  of 
$50  per  year;  11,  in  multiples  of  $100  per  year;  and  one  institutioa 
permits  payment  in  multiples  of  $500.  Nineteen  institutions  do  not 
specify  any  amount;  17  do  not  provide  any  time  in  which  to  make  pay- 
ment; 2  require  payments  monthly;  1  institution  requires  payments 
quarterly;  and  28  institutions  require  them  semi-annually;  and  10. 
annually. 

Fourth,  as  to  whether  reductions  are  required  on  principal  before  a 
loan  is  renewed  or  extended:  40  banks,  trust  companies  and  insurance 
companies  replied  in  the  affirmative  and  240  answered  no. 

Fifth,  as  to  whether  the  banks  believed  in  amortisation:  54  replied 
they  did  not,  while  253  replied  they  did. 

Your  committee  compiled  this  information,  classified  by  banks,  states, 
groups  of  states  and  by  the  whole  country.  The  material  served  as  an 
effective  basis  in  conducting  the  campaign,  which  was  very  successful. 

OnoANizATioif  won  the  Campaign 

In  organizing  for  the  campaign,  six  men  in  each  state  were  carefully 
selected  to  represent  savings  banks,  trust  companies  and  life  insurance 
companies.  A  letter  was  written  on  February  10,  1919,  by  our  ehaimuui, 
inviting  these  men  to  act  upon  state  committees.  This  letter  had 
gratifying  results — 137  out  of  107  men  appointed  accepting.  Most  of 
the  otiiers  have  since  accepted. 

On  March  12  your  committee  sent  the  first  issue  of  its  Bulletin  to 
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members  of  the  state  committees.  In  order  to  gain  the  co-operation  of 
organiEations  interested  in  the  subject,  we  placed  on  our  National  Ck)m- 
mittee,  £.  D.  Chassell,  Secretary  Farm  Mortgage  Bankers  Association 
of  America;  Joseph  Hirsch,  Jr.»  Chairnutn  Agricultural  Commission 
American  Bankers  Association ;  H.  F.  Cellarius,  Secretary  United  States 
League  of  Local  Building  and  Loan  Associations;  Hon.  William  M. 
Calder,  United  States  Senator  from  New  York;  and  R.  Ingalls. 

In  this  first  issue  the  purpose  of  the  campaign  was  described  as 
follows:  The  war  has  brought  about  many  benefits.  It  has  taught 
OS  the  great  quantity  and  fine  quality  of  our  resources;  it  has  shown 
the  limitless  potentialities  of  America,  and  the  responsibilities  America 
most  take  for  world  affairs.  It  has  forced  us  to  think  in  terms  of  decadei 
and  centuries  rather  than  only  of  the  immediate  time. 

"The  stability  and  soundness  of  our  economic  structure  are  of  primary 
concern.  Basically  this  structure  rests  upon  maintaining  a  proper  system 
of  land  tenure,  and  the  rights  of  parties  identified  therewith;  it  rests 
further  upon  the  ability  of  owners  of  real  property  to  develop  their 
holdings  in  every  way  consistent  with  earning  capacity. 

"The  more  than  $10,000,000,000  of  capital  already  loaned  in  America 
on  buildings  is  owned  by  over  one-half  its  population.  The  safety  of 
this  huge  total  of  mortgage  loans  depends  upon  the  financial  ability 
of  landowners  to  re-develop  deteriorated  property,  as  needed  by  business, 
industry  and  the  genera]  public. 

"Before  business  was  so  complex  as  it  is  now,  the  plan  of  depending 
on  personal  acquaintance  of  the  borrower  with  an  official  of  the  lending 
institution  may  have  been  an  adequate  safeguard.  Calls  for  the  decrease 
of  the  mortgage  debt  were  consistently  made,  especially  when  demands 
for  each  were  such  as  to  make  the  call  essential,  or  in  the  event  the 
oflicial  considered  that  the  mortgage  security  was  so  adversely  affected 
as  to  make  it  necessary  to  reduce  risks.  But  today,  with  our  institu- 
tions  grown  large  and  niunerous  and  with  the  realization  that  human 
life  is  not  perpetual,  a  more  scientific  method  of  liquidating  mortgage 
debt  is  desired." 

The  campaign  had  seven  phases: 

1.  Semi-monthly  bulletins  issued  to  state  committees  during  cam- 
paign; 

2.  Nation-wide  publicity  directed  from  headquarters; 

3.  Local  publicity  directed  by  individual  committeemen; 

4.  Through  the  influence  of  state  and  national  committeemen  the 
subject  of  amortization  of  mortgage  loans  was  discussed  at 
meetings  and  conventions  of  insurance  representatives,  bankers 
and  real  estate  and  mortgage  loan  representatives; 

6.  Lenders  on  mortgage  security  were  urged  to  confer  with  bor- 
rowers respecting  benefits  derived  by  the  borrower  from  scien- 
tific and  gradual  reduction  of  loans;   the  greater  efficiency  of 
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general  building  operations;  the  increase  thereof  by  aj^lying 
amortization;  and  the  solution  of  the  nation-wide  housing  and 
sanitary  problem  so  seriously  affecting  city  and  community  life; 

6.  Publication  of  a  complete,  competent  and  appropriate  book  on 
amortization,  with  tables; 

7.  Publication  of  a  comprehensive  and  thoroughly  practical  book  on 
the  various  aspects  of  the  mortgage  loan  market  and  the  appli- 
cation of  amortization — the  book  to  describe  the  work  of  the 
national  and  state  committees  and  to  perpetuate  the  work  of  the 
campaign. 

The  Campaign 

All  phases  of  the  campaign,  except  6  and  7,  were  earnestly  pursued. 
Judging  from  correspondence  from  every  section  of  the  country,  the  cam- 
paign has  taken  deep  root.  It  has  been  the  main  topic  of  conversatioa 
in  many  localities  among  mortgage  lenders.  Your  oommittee  submitted 
a  questionnaire  to  state  committees  respecting  phases  0  and  7.  The 
consensus  of  opinion  was  that  the  book  on  the  mortgage  loan  market 
and  on  the  practice  and  tables  of  amortization  could  possibly  be  placed 
together  in  one  volume.  The  committee  felt  that  the  time  was  not  at 
hand  for  the  publication  of  such  a  book.  The  work  of  your  committee 
has  been  principally  educational ;  and  in  that  respect,  as  well  as  in  build- 
ing a  strong  and  efficient  national  organization,  the  object  has  been 
accomplished. 

Twelve  issues  of  the  committee's  Bulletin  were  published.  The  topics 
treated  were:  The  origin  of  long-term  mortgaging,  methods  and  yaria- 
tions  of  amortization;  borrower's  associations;  amortisation  plans; 
importance  of  keeping  in  view  the  difference  among  the  various  amortisa- 
tion methods;  non-maturing  bonds  and  loans  smortised  on  sinking  fund 
plan  of  borrower's  associations;  sinking  ftmd  amortisation  plan  as 
used  by  building  and  loan  associations;  joint  stock  land  banks;  sonse 
remarks  on  the  Federal  building  loan  bill;  and  proposed  amortisation 
under  the  national  soldier's  settlement  bill.  All  told,  8,400  copies  of 
the  Bulletins  were  distributed,  while  3,600  pieces  of  literature  <hi 
amortization  were  submitted  to  interested  institutions.  Over  1,400 
letters  were  written.  The  Bulletin  served  to  lay  the  groundwork  for 
considerable  thought  on  the  part  of  mortgage  lenders  as  r^^ards 
amortization.  Several  state  committees  have  corresponded  among  them- 
selves and  with  mortgage  lenders  within  their  respective  states.  As  a 
consequence  your  committee  feels  justified  in  making  the  recommenda- 
tions at  the  end  of  this  report. 

Chbckino  the  Results 

On  July  1,  in  order  to  ascertain  the  effect  of  the  campaign,  your 
chairman  sent  the  following  letter  to  the  state  committees:     "You  have 
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been  receiTing  regularly  from  the  office  of  the  committee  issues  of  the 
Bulletin,  describing  quite  fully  the  aims  of  the  campaign  on  amortiza- 
tion of  mortgage  loans. 

"The  Bulletin  has  formed  a  basis  for  our  campaign,  and  has  been 
widely  commented  upon  as  being  most  effective  in  stimulating  thought 
favorable  to  the  movement.  Some  states  have  called  meetings  of  com- 
mittees, and  have  gone  quite  thoroughly  into  the  subject.  Elindly 
answer  the  following  questions  as 'soon  as  possible: 
''I.  What  is  your  opinion  of  the  BuHetint 
*'2,   Have  you  been  able  to  use  any  of  the  material  contained  in  the 

Bulletin? 
**3.   What  suggestions  have  you  for  increasing  the  effectiveness  of 

the  campaign? 
**4.   Has  there  been  any  increase  in  the  application  of  amortization 
to  mortgage  loans  in  your  community,  and  what  is  the  general 
feeling  toward  the  movement? 
"5.   Would  you  favor  an  early  meeting  of  your  state  oommittee  on 

amortization  of  mortgage  loans? 
''6.  One  entire  session  will  be  devoted  to  the  discussion  of  amortiza- 
tion at  the  next  annual  convention  of  the  Savings  Bank  Section 
of  the  American  Bankers  Association,  to  be  held  September  20, 
1919,  at  St.  Louis,  Mo.  Could  you  arrange  to  be  present  at  this 
meeting  and  contribute  to  the  discussion  of  the  question? 

'Thanking  you  in  advance  for  any  information  and  for  answering  these 
questions,  I  am. 

Sincerely  yours, 

John  J.  Pulubtn,  Chairman, 

Committee  on  Amortization  of  Mortgage  Loans." 

The  opinion  of  all  state  committees  is  well  expressed  in  these  excerpts 
of  several  representative  answers: 

Miles  Lewis  Peck,  treasurer  of  the  Bristol  (Conn.)  Savings  Bank, 
stated:  "We  have  insisted  on  the  reduction  of  principal  on  a  good 
many  loans  which  had  never  until  now  been  pushed  at  all,  although 
oecasionally  we  had  tried  to  and  did  get  monthly  or  regular  payments 
<m  some.  The  trust  companies  here  do  not  seem  to  take  an  active 
interest  in  that  kind  of  thing;  and  it  is  quite  a  handicap  to  our  insisting 
npon  it  except  in  some  special  cases.  No  doubt  if  we  could  push  over 
something  a  little  more  definite  this  year,  it  might  help  the  cause,  if 
the  plan  were  practicable  for  conditions  as  they  are  today  in  savings 
banks." 

William  P.  Goodwin,  treasurer  Peoples  Savings  Bank,  Providence, 
R.  I.,  stated:  ''We  have  no  suggestion  as  to  further  developing  the 
practice  other  than  to  keep  the  subject  before  those  who  have  not 
appreciated  the  desirableness  of  this  practice.    A  meeting  of  our  state 
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committee  might  have  some  influence  in  the  matter  of  general  adoption 
of  the  practice;  but  there  is  a  large  majority  of  loaning  banks  that 
prefer  not  to  require  payments  on  principal  and  depend  on  regular 
inspections  of  mortgaged  property  to  see  that  it  is  not  depreciating.  If  sat- 
isfactory in  this  respect,  this  la  all  they  care  for.  It  is  my  view  thai 
mortgages  should  be  amortized  as  rapidly  as  can  be  done  without  making 
the  task  oppressive  to  the  borrower ;  this  in  order  that  the  money  may 
be  free  to  lend  again  for  further  development  of  real  estate.  Another 
advantage  from  amortization  is  the  conversion  of  fixed  investments  into 
moderately  liquid  assets.  This,  in  the  case  of  large  institutiona,  means 
li<|uidity  of  real  estate  loans,  and  does  away  with  the  horrid  bugaboo  of 
non-liquidity  of  such  investments  of  savings  banks." 

C.  L.  Sturtevant,  treasurer  Cheshire  County  Savings  Bank,  Keene, 
N.  H.,  stated:  ''We  cannot  say  that  we  have  seen  any  increased  applica- 
tion of  amortization.  In  our  own  case,  we  think  amortization  can  be 
applied  successfully  to  a  small  number  of  our  mortgage  loans.  Thetit 
are  wage  earners  or  salaried  persons,  who  buy  a  home  and  wish  to  pay 
something  on  it  from  wages  or  salary  every  month.  We  do  not  think 
amortization  applies  very  well  in  the  case  of  farmers,  since  they 
generally  wish  to  put  earnings  into  stock  or  tools;  and  so  they  are 
not  in  position  to  make  regular  payments  at  definite  periods.  Nor  is 
amortization  good  for  the  business  man  who  borrows  on  his  real  estate, 
and  uses  the  money  in  his  business.  He  usually  wishes  his  mortgage 
loan  to  be  a  rather  permanent  affair,  and  so  borrows  from  the  national 
bank  such  large  or  small  loans  as  may  be  necessary." 

Samuel  Bailey,  Jr.,  secretary  of  the  Dollar  Savings  Bank,  Pittsburgh, 
Pa.,  stated:  "The  Dollar  Savings  Bank's  mortgage  loans  are  for  a 
period  of  three  years  (principally  on  dwellings)  for  an  amount  not 
to  exceed  50  per  cent,  of  appraised  value.  If  the  loan  is  extended,  we 
give  the  mortgagor  the  privilege  of  making  payments  on  account  at  his 
convenience,  unless  the  extension  is  granted  for  a  definite  period.  Dur- 
ing the  past  three  years  the  writer  can  recall  but  two  requests  for  an 
amortized  loan.  These  we  did  not  consider,  but  arranged  with  the 
applicants  for  a  deposit  of  their  money  in  this  bank  at  4  per  cent, 
interest.  Then  we  applied  their  credit  balance  to  the  liquidation  of 
loans  at  maturity.  As  your  Bulletin  has  given  full  information  regard- 
ing amortization  of  mortgage  loans  and  recommends  the  plan  in  such  an 
intelligent  manner  that  all  to  whom  it  has  been  presented  would  cer- 
tainly give  it  careful  consideration,  I  can  suggest  no  better  plan  to 
increase  the  effectiveness  of  the  campaign.  Upon  inquiry,  I  find  that 
the  savings  banks  and  trust  companies  in  this  city  are  not  interested 
to  any  extent  in  making  amortized  mortgage  loans.  Several  strong 
financial  building  and  loan  associations  here  handle  most  of  the  buaineaa 
of  this  character.    The  amortization  of  mortgage  loans  has  been  so  fully 
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explained  by  jour  Bulletin  that  I  question  whether  much  would  be  gained 
by  meeting  of  the  state  committees.  However,  I  do  not  feel  fullj  quali- 
fied to  express  a  definite  opinion." 

John  W.  B.  Brand,  treasurer  Springfield  (Mass.)  Institution  for  Sav- 
ings, stated:  "The  Bulletin  has  been  very  effective  publicity.  In  this 
eommnnitj  it  is  difficult  to  apply  a  hard-and-fast  rule  to  each  mortgage 
loan.  Pretty  nearly  every  loan  must  be  considered  by  itself.  We,  and 
other  Massachusetts  loaning  institutions,  have  made  only  a  few  mort- 
gage loans  in  the  past  two  years;  and  so  amortisation  has  not  been  very 
widely  considered.  The  sentiment  among  thinking  members  and  bor- 
rowers is  favorable." 

A.  E.  Werkoff,  president  Lafayette  (Ind.)  Life  Insurance  Company, 
stated:  ''Amortizable  loans  have  not  yet  become  a  factor  in  this  com- 
munity. The  borrowers  seem  to  feel  that  five-year  loans  are  sufficient 
for  their  needs.  But  judging  from  renewals  that  are  being  made  at 
the  end  of  this  period,  we  fully  realize  that  the  borrowers'  plans  often 
go  amiss.  I  feel  that  the  day  will  come  when  amortization  will  be 
ferj  effective  everywhere." 

David  Bingham,  president  Savings  Investment  and  Trust  Company, 
East  Orange,  N.  Y.,  stated:  "In  general  the  drawback  to  applying 
amortization  is  that  it  would  imply  a  tacit  agreement  on  the  part  of 
the  bank  to  carry  loans  indefinitely.  At  present  we  make  them  all 
payable  in  one  year,  and  thereby  have  the  opportunity  of  calling  for 
payment  or  for  reduction  if  we  so  desire." 

ADAPTABnJTT  TO  InSTTBANOE  AND  OtHBB  LoaNS 

0.  £.  Fifield,  loan  superintendent  Massachusetts  Mutual  Life  Insur- 
ance Company,  Springfield,  Mass.,  stated :  "I  have  been  very  much  inter- 
ested in  the  Bulletin.  It  seems  to  me  that  the  campaign  for  amortiza- 
tion is  being  conducted  along  wise  and  favorable  lines.  As  to  our 
company,  we  have  been  requiring  the  reductions  of  mortgages  in  the 
majority  of  our  loans  for  many  years  past;  and  we  believe  thoroughly 
in  this  method,  especially  for  small  dwelling  house  loans,  and  in  some 
instances  upon  loans  covering  central  business  properties.  I  do  not 
think,  however,  it  would  be  wise  for  us  to  adopt  a  hard-and-fast  rule 
and  require  amortization  in  all  cases.  Our  experience  is  that  there  are 
opportunities  for  investment  in  this  class  of  security  where  the  amount 
desired  is  not  more  than  20  or  30  per  cent,  of  a  very  conservative  value 
of  central  business  property  and  where  the  borrower  desires  the  full 
amount  to  remain  during  the  entire  loan  period.  In  such  cases  where 
the  security  is  good  and  conditions  favorable,  we  are  glad  to  have  the 
investment  stand  for  the  full  amonnt  diiring  the  entire  period." 

Fred  A.  Howland,  president  National  Life  Insurance  Company,  Mont- 
pelier,  Vt.,  stated:  "You  may  be  interested  to  know  that  our  loan 
correspondents  in  the  West  say  that  they  prefer  our  form  of  long-time 
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loan,  which  is  not  strictly  an  amortized  loan,  bnt  which  provides  lor  a 
definite  payment  of  interest  and  2  per  cent,  of  the  principal  for  a  fixed 
period  of  years.  The  reason  is  that  the  farmer  is  readily  able  to  under- 
stand this  form  of  security,  where  he  cannot  quite  grasp  the  strictly 
amortized  loan.  Our  correspondents  say  that,  while  he  is  willing  to 
accept  the  amortized  loan  from  the  government  on  faith,  he  is  retnetaBt 
to  take  it  from  private  loan  concerns;  and  so  he  prefers  the  long-time 
loan  with  a  definite  amount  payable  on  principal  each  year.'' 

Frederick  S.  Bown,  treasurer  George  Washington  Life  Insurance  Com- 
pany, Charleston,  W.  Va.,  stated:  "In  the  past  one  or  two  years  we 
have  made  special  efforts  to  induce  our  borrowers  to  begin  payments 
in  the  early  years  of  their  loans,  even  if  such  payments  are  small.  We 
cannot  say  that  in  doing  so  we  have  had  amortization  in  mind,  although 
it  probably  amounts  to  the  same  thing." 

J.  F.  Heil,  vice-president  Wheeling  (W.  Va.)  Bank  and  Tract  Com- 
pany, stated:  "No  increase  in  the  application  of  amortization  beyond 
the  system  originally  followed  is  noticed.  Reduction  on  mortgage  loans 
now  reaches  from  5  to  10  per  cent,  annually.  The  bankers  in  this  seetioa 
fully  indorse  the  movement,  as  they  plainly  see  it  results  in  increasing 
their  business." 

John  Holcombe,  president  Phenix  Mutual  Life  Insurance  Company, 
Hartford,  Conn.,  stated:  ''So  far  as  I  know,  amortization  of  mortgage 
loans  has  not  been  adopted  in  this  community.  I  believe,  howevw,  that 
there  is  a  general  feeling  that  something  of  that  sort  will  eventually 
be  advantageous  both  to  investors  and  to  borrowers." 

Edmund  A.  Saunders,  III,  treasurer  Atlantic  Life  Insurance  Company, 
Richmond,  Va.,  stated:  ''I  have  read  your  Bulletin  with  interest  and 
found  very  instructive  discussions  on  the  subject  under  oonsideratioD.  I 
think  it  would  be  well  to  continue  the  publication  of  the  BulletlB.  P^- 
sonally  this  office  has  been  unable  to  use  any  of  the  material  fnmislied 
in  the  Bulletin.  At  this  time  we  are  not  making  a  straight  amortlced 
loan,  but  we  are  applying  the  principal  by  having  the  mortgage  loaa 
reduced  by  the  payment  of  an  annual  curtailment  on  the  principal  debt 
or  else  through  the  payment  of  premiums  on  life  insurance,  assigned  aa 
additional  collateral  for  the  mortgage  loan. 

'^  think  that  most  insurance  companies  will  be  glad  to  co-operate  in 
the  plan  of  having  mortgage  loans  reduced  by  annual  payments.  Indeed, 
I  look  for  a  definite  campaign  to  be  made  by  a  great  many  of  the  large 
insurance  companies,  whereby  endowment  life  insurance  will  be  sold  in 
connection  with  home  building  projects.  The  endowment  policy  will 
mature  the  principal  debt  within  a  certain  term  of  years.  My  experience 
with  the  loans  which  the  trust  companies  have  been  making  in  the  past 
is  that  they  require  too  large  an  annual  curtailment  of  the  principal,  and 
that  by  making  a  10  per  cent,  curtailment,  they  have  made  it  hard  for 
them  to  collect  such  maturities  and  have  given  themselves  a  great  deal 
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of  trouble  that  has  at  timea  neeegsitated  their  advancing  the  fund  to 
their  client.  If  payment  could  be  arranged  to  that  it  would  not  repre- 
lent  more  than  a  5  per  cent,  reduction,  I  think  it  would  be  much  more 
applicable  and  would  work  very  satisfactorily  and  be  of  advantage  to 
the  borrower  as  well  as  to  the  lender." 

Livingston  E.  Jones,  president  Savings  Fund  Society  of  Qermantown, 
Philadelphia,  Pa.,  stated:  "So  far  as  this  society  is  ooncemed,  we  have 
always  made  our  borrowers  on  real  estate  mortgages  understand  that 
they  were  at  liberty  to  pay  off  all  or  any  part  of  their  mortgage  loans 
at  any  interest  date;  and  we  have  encouraged  them  to  anticipate  the 
matnrity  of  the  mortgage." 

Edward  Harford,  president  Springfield  Savings  Society,  stated:  ''Our 
loans  on  mortgages  are  made  not  to  exceed  60  per  cent,  of  the  value  of 
the  property,  and  about  three-fourths  of  our  loans  are  on  farms.  As 
the  amount  of  our  loan  is  so  small  in  proportion  to  the  value  of  the 
property,  we  prefer  a  straight  loan.  Consequently  our  trustees  are  not 
very  enthusiastic  on  amortization." 

Borne  C.  Stephenson,  president  St.  Joseph  Loan  and  Trust  Company, 
South  Bend,  Ind.,  stated:  ''Adopting  the  suggestions  contained  in  the 
Bulletin,  we  have  worked  out  a  plan  for  making  loans  on  the  amortisa- 
tion plan.  The  borrowers  to  whom  we  have  presented  it  are  very  en- 
thusiastic over  the  same.  At  the  same  time  the  bankers  will  be  enabled 
to  make  a  good  rate  of  interest  on  their  money.  Just  at  the  present 
time  South  Bend  is  growing  rapidly,  and  many  houses  are  being  built. 
We  are  so  impressed  by  the  campaign  that  we  are  making  all  our  mort- 
gages on  an  amortisation  plan  so  that  they  will  be  paid  off  within  a 
certain  period." 

Forrest  F.  I>ryden,  president  Prudential  Life  Insurance  Company  of 
America,  Newark,  N.  J.,  stated:  "Some  suggestions  contained  in  the 
Bulletin  have  been  used  in  connection  with  amortisation  mortgage  plan 
recently  developed  by  the  Prudential.  While  no  extensive  inquiry  has 
been  made,  I  feel  that  there  has  been  an  increase  in  the  application  of 
amortization  to  mortgage  loans  in  this  community.  As  you  are  aware, 
the  Prudential  is  endeavoring  to  apply  this  principle;  and  I  am  informed 
that  another  large  financial  institution  is  also  applying  it  where  prac- 
ticable." 

FOBMULATIlfO    ▲    StAKDABD    PlAN 

DitBcuKy  is  encountered  in  deciding  upon  a  plan  for  use  by  all  lending 
institutions.  It  is  practical  only  to  propose  the  greatest  possible  freedom 
in  tha  mathod  of  lending  on  mortgages.  In  different  sections  of  the 
eountry,  and  even  in  the  same  localities,  mortgage  lending  conditions 
vary  widely.  Customs  have  been  built  up  that  must  be  taken  into  con- 
sideration. The  reduction  of  a  loan  on  a  piece  of  property  in  a  growing 
and  desirable  neighborhood,  where  values  are  bound  to  appreciate,  might 
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not  be  advisable  from  the  lender's  standpoint.  Similar  imcertaintiea 
as  to  answers  given  present  themselves  in  cases  where  the  earnings 
from  the  property  more  than  justify  the  amonnt  of  the  loan;  where 
it  is  virtually  impossible  to  secure  repayment  of  the  principal  when  the 
borrower  must  take  a  part  of  the  property  earnings  for  living  expenses, 
and  has  means  only  about  sufficient  to  pay  interest  charges;  or  where 
a  speculator-builder  depends  upon  a  second  mortgage  that  must  be  paid 
before  any  attempt  is  made  to  reduce  the  first  mortgage.  All  of  these 
problems  have  to  be  taken  into  account  in  devising  plans  of  amortization. 

The  system  of  calls  for  mortgage-loan  reduction,  long  been  in  general 
operation,  does  not  seem  entirely  equitable.  The  calls  are  made  either 
when  the  property  securing  the  loan  is  depreciating  or  becomes  unde- 
sirable, or  when  the  borrower  meets  with  reverses  that  affect  his  ability 
to  continue  payments.  So  caJl  loans  are  obviously  unscientific  in  real 
estate  mortgaging. 

At  present  in  New  York  a  mortgage  loan  of  a  savings  bank  is  limited 
to  60  per  cent,  of  the  value  of  the  property;  and  in  Connecticut  it  is 
limited  to  50  per  cent,  of  the  value.  In  order  to  encourage  home  owning 
on  any  large  scale,  a  second  mortgage  must  be  taken  from  the  borrower. 
Hence  there  is  an  obstacle  so  long  as  the  first  mortgage  remains  unpaid. 
Ordinarily  the  salary  or  wages  of  the  home-owner  or  home-seeker  are 
sufficient  only  to  meet  the  gradual  repayment  of  the  first  mortgage. 

Where  an  amount  equal  to  from  45  per  cent,  to  50  per  cent,  of  the 
value  of  real  property  is  loaned  to  a  borrower  on  his  own  home,  diffi- 
culty may  be  experienced  in  insisting  upon  amortization.  So  the  loans 
generally  are  made  for  a  period  of  from  one  to  five  years;  and  re- 
appraisals are  made  periodically.  Then  in  the  event  of  depreciation^ 
the  loan  may  be  renewed  in  whole  or  part.  There  are  very  few  saving 
banks  of  any  size  that  apply  a  hard  and  fast  rule  of  amortization. 
Hence  your  committee  hesitates  somewhat  in  advising  its  universal 
application.  However,  where  possible,  amortization  may  be  satisfac- 
torily applied  on  relatively  small  loans,  particularly  where  the  bor- 
rower has  no  second  mortgage,  or  when  there  is  no  necessity  of  his 
giving  a  second  mortgage  loan.  In  these  circumstances  an  amortixable 
loan  might  be  to  the  borrower's  advantage,  as  well  as  to  ihe  advanta^ 
of  the  lender. 

In  the  case  of  loans  on  dwelling-house  property,  amortization  un- 
doubtedly is  advisable  under  present  conditions,  even  though  the  lender, 
owing  to  the  financial  ability  of  the  borrower,  might  not  prefer  it.  Such 
loans  may  be  made  for  a  term  of  from  Aye  to  ten  years,  with  an  annual 
or  semi-annual  payment  of  2,  3  or  6  per  cent,  per  annum  of  the  original 
principal,  depending  upon  the  borrower's  circumstances.  Moreover, 
amortization  may  begin  at  the  end  of  the  second  year,  instead  of  at  the 
first  interest  payment. 

The  amortized  mortgage  plan  of  the  Prudential  Insurance  Company 
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«f  America,  which  was  devised  partly  as  a  result  of  your  committee's 
campaign,  relates  to  loans  upon  business  properties  in  approved  localities 
secured  by  mortgages  maturing  in  five  years.  Principal  and  interest 
are  payable  in  semi-annual  instalments.  Credit  is  given  the  borrower 
semi-annually  for  instalments  paid  on  principal,  interest  being  accord- 
ingly reduced  each  six  months.  Payments  on  principal  are  so  arranged 
that  3  per  cent,  of  the  principal  is  annually  paid  off.  The  borrower  may 
pay  more  than  the  semi-annual  instalment  since  the  company  agrees  to 
accept  additional  payments,  on  any  interest  date,  in  multiples  of  the 
regular  semi-annual  payments,  provided  the  amount  does  not  exceed 
one-fifth  of  the  original  loan  during  any  twelve-months  period.  Loans 
are  not  made  upon  dwelling  properties  where  land  and  buildings  together 
are  less  than  $4,000.  On  $5,000  to  $10,000  loans  at  5%  or  6  per  cent, 
for  a  term  of  ten  years,  the  semi-annual  payments  aggregate  yearly  3 
per  cent,  of  the  amount  of  the  original  principal.  Semi-annual  pay- 
ments are  calculated  on  the  amount  of  principal  remaining  unpaid.  Thus 
a  $10,000  loan  at  5^^  per  cent,  for  five  years,  with  a  payment  of  $300  a 
year,  would  have  $0,350  principal  unpaid  at  the  end  of  5  years.  Cer- 
tainly little  hardship  can  be  experienced  by  borrowers  on  such  a  plan. 
The  fact  of  paying  the  debt  with  surplus  earnings  is  a  help  to  thrift 
and  independence. 

Fob  Amobtizino  Fabm  Loans 

Another  plan  is  that  of  the  National  Life  Insurance  Company  of 
Montpelier.  Hiis  plan  Is  used  for  farm  rather  than  for  city  loans. 
In  a  letter  to  our  chairman,  the  company  explains  that  ''it  is  inad- 
visable to  require  too  large  annual  payments.  An  annual  payment  on 
principal  of  5  per  cent,  (in  addition  to  interest)  might,  in  our  opinion, 
be  excessive  in  many  cases,  while  provision  that  no  payments  can  be 
mmde  before  the  end  of  the  fifth  year  will  perhaps  not  suit  all  borrowers. 
It  seems  to  us  that  a  borrower  who  selects  a  partial  payment  plan, 
In  preference  to  a  regularly  amortized  loan,  would  in  most  cases  be  able 
to  commence  payments  at  the  end  of  the  second  year  if  such  payments 
are  made  so  small  as  not  to  be  burdensome.  We  have  concluded  to 
suggest  a  plan  basing  the  partial  payments  to  be  required  on  the 
smallest  amount  in  each  group  of  loans — ^the  groups  being  $1,000  to 
$1,900;  $2,000  to  $2,900;  $3,000  to  $3,900;  etc. — ^having  in  mind  in 
this  connection  the  desirability  of  keeping  payments  of  principal  and 
interest  as  far  as  possible  in  even  dollars.  The  payments  required  by 
such  plan  would  be  at  the  rate  of  2  per  cent,  on  initial  amount  of  each 
group  for  the  second  to  tenth  years,  inclusive;  and  3  per  cent,  on  the 
initial  amount  for  the  eleventh  to  nineteenth  years,  inclusive;  the 
remaining  balance  to  be  paid  at  the  end  of  the  20th  year.  The  option 
is  given  to  pay  $100,  or  multiples  thereof,  at  any  interest  maturity 
after  the  first  year.    The  payments  provided  for  are  the  minimum;  and 
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as  much  more  can  be  paid  as  the  borrower  desires.  Under  this  plan  of 
2  per  cent,  of  principal  to  be  paid  from  second  to  tenth  years,  inclusive, 
and  3  per  cent,  from  eleventh  to  nineteenth  years,  inclusive;  on  a  loan 
of  $2,000  at  5V^  per  cent,  the  principal  is  reduced  at  the  end  of  the 
nineteenth  year  to  $1,100." 

The  Nbw  Yobk  Tentativk  Plan 

These  two  plans  reflect  the  various  ideas  of  our  national  and  state 
committeemen  concerning  amortization,  and  show  the  difficulty  of  sug- 
gesting a  definite  plan  for  all  to  follow.  Your  committee,  however, 
urges  the  use  of  some  plan.  The  Savings  Banks  Association  of  the 
State  pf  New  York,  through  a  committee  which  it  has  formed,  is  devis- 
ing a  tentative  plan  for  the  savings  banks  of  that  state.  It  may  not, 
however,  be  any  more  effective  than  the  plan  of  the  Prudential  Insur- 
ance Company  or  of  the  National  Life  Insurance  Company.  Amortiza- 
tion may,  of  course,  be  applied  to  any  loan,  but  the  manner  of  applying 
it  naturally  must  vary.  It  is  desirable  for  lending  institutions  to  make 
loans  on  dwellings  or  small  improved  farms  up  to  70  per  cent,  of  the 
mortgage  property.  A  6  per  cent,  loan  amortizable  in  10,  20  and  50 
years,  assuming  the  mortgaged  property  to  be  worth  $142.86  and  the 
amount  loaned  to  be  70  per  cent,  thereof,  or  $100,  may  be  presented  as 
follows : 

$13.5868 — ^Annuity,  if  the  term  be  10  years.  At  the 
end  of  the  5th  year  $66.81  of  the  principal 
would  remain  unpaid.  This  is  less  than  one- 
half  of  the  property's  value. 

$8,715  — ^Annuity,  if  the  term  be  20  years.  At  the 
end  of  the  5th  year  $88.11  of  the  principal 
would  remain  unpaid.  This  is  a  little  over 
61  per  cent,  of  the  property's  value. 

$6.3444 — ^Annuity,  if  the  term  be  50  years.  At  the 
end  of  the  10th  year  $96.04  of  the  principal 
would  remain  unpaid.  This  is  about  68  per 
cent,  of  the  property's  value. 

Thus,  the  principal  reductions  offset  any  depreciation  of  property 
values.  Moreover,  they  constantly  widen  the  margin  of  security — a 
process  that  becomes  very  pronounced  in  the  latter  years  of  the  term. 
In  France  and  in  almost  every  other  European  country  reducible  loans 
up  to  70  per  cent,  of  the  property's  value  are  a  general  practice  for 
dwellings  and  small  improved  farms.  The  borrowers  are,  of  ooarse, 
controlled  through  clauses  in  the  mortgage  contracts  and,  at  a  rule, 
the  lenders  erect  the  buildings  or  put  the  improvements  on  the  property 
and  thus  have  positive  knowledge  of  the  values. 
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Methods  fob  Appltino  ths  Pbincxpub 

Your  committee,  therefore,  recommends  the  following  for  savings 
banks,  to  wit: 

1.  Amendment  of  state  laws  so  as  to  empower  savings  banks  to  make 
long-term  loans,  if  amortizable,  up  to  70  per  cent,  of  the  value 
of  the  mortgaged  farm  or  home. 

2.  Amendment  of  state  laws  so  as  to  empower  savings  banks  to 
invest  in  shares  and  mortgage  debentures  of  companies  or  asso- 
ciations formed  exclusively  for  making  amortizable  loans,  not 
exceeding  70  per  cent,  of  the  value  of  the  mortgaged  property, 
for  the  purpose  of  helping  heads  of  families  to  acquire  or  improve 
small  farms  or  homes  in  the  bank's  locality. 

3.  The  opening  up  by  each  savings  bank  of  a  department  of  farms 
and  homes — such  department  to  give  especial  attention  to  the 
building  by  the  bank  of  sanitary  dwellings  and  to  the  buying  and 
improving  by  the  bank  of  small  farms  in  its  locality  for  sale  on 
long-term  mortgage. 

4.  Amendment  of  state  laws  so  as  to  empower  savings  banks  to 
guarantee  such  mortgages,  but  only  to  other  savings  banks  in  the 
same  state. 

5.  A  closer  business  relation  among  savings  banks,  especially 
through  introduction  of  the  practice  by  larger  banks  of  buying 
such  mortgages  from  smaller  banks. 

6.  llie  continuation  of  the  patriotic  and  intelligent  endeavor,  so 
intense  and  effective  during  the  war,  of  savings  bank  officials  and 
employees  and  the  bending  of  their  energies  now  to  increase  agri- 
cultural production  and  to  improve  housing  conditions,  through 
their  departments  of  farms  and  homes  and  by  encouraging  public- 
spirited  citizens  of  their  localities  to  assist  in  the  work  by  form- 
ing companies  or  associations  to  take  second  mortgages  on  such 
property,  in  accord  with  practices  prevailing  in  France,  England 
and  some  other  European  countries. 

There  is  a  shortage  of  dwellings  in  all  large  cities  and  a  shortage  of 
small  improved  farms  everywhere.  The  movement  to  supply  these  short- 
ages through  agencies  and  funds  or  credit  of  the  Federal  and  state 
governments  has  gained  great  headway.  If  the  object  of  this  movement 
ihould  be  accomplished,  another  precedent  would  be  established  to  the 
detriment  of  savings  banking  as  carried  on  by  private  enterprise.  Hence, 
the  importance  cannot  be  stressed  too  pointedly  of  the  necessity  savings 
banks  are  under  to  take  an  active  interest.  Your  committee  admits  that 
loans,  even  if  amortizable,  reach  the  limit  of  safety  if  made  up  to  70 
per  cent  of  the  value  of  the  mortgaged  property.  Such  a  limit  would, 
of  ccmrse,  be  downright  dangerous,  if  the  government  should  be  the 
lender. 


Digiti 


zed  by  Google 


280  BIGHTBBNTH  ANNUAL  MEETING 

European  experience,  however,  shows  that  the  limit  is  practicable  for 
periodically  reducible  loans  that  private  concerns  make  on  propertaei 
which  they  themselves  have  improved  and  over  which  they  exercise 
control  through  clauses  in  the  mortgage  contract;  and  it  is  only  to  Budi 
cases  that  your  committee's  recommendations  extend.  As  to  the  eecond- 
mortgage  companies  or  associations  to  supply  the  cash  payments  which 
the  borrower  must  make  on  the  purchase  price,  your  committee  is  of  the 
opinion  that  these  could  best  be  financed  by  such  men  and  women  as 
composed  the  councils  of  national  defence,  the  liberty  loan  committees 
and  food  administration  committees,  who  might  assume  the  risk  in- 
volved in  the  spirit  of  local  public  service. 

RB00MMEin>ATI0N8  FOB  SbOTIGN   WOBK 

Your  committee  further  reconmiends: 

(a)  Constant  study  with  a  view  to  preparing  definite  pkuM,  and 
would  earnestly  suggest  that  the  campaign  of  the  past  year  be  ooii- 
tinned  by  the  new  committee. 

(b)  That  before  the  end  of  next  year  the  committee  publish  a  book 
which  shall  include  amortization  tables,  a  description  ni  the  waort- 
gage  loan  and  methods  of  amortisation. 

(c)  Ck>ntinuation  of  the  state  conmiittee,  and  two  meetings  at 
least  of  state  committees  within  their  respective  states  during  aext 
year,  besides  a  meeting  of  the  chairman  of  state  committees  at  the 
convention  of  the  AmericaA  Bankers  Association  in  1920. 

Your  committee  has  endeavored  to  protect  the  mortgage  loan  market 
in  every  possible  way,  through  co-operating  with  the  Federal  Legislativt 
Committee  of  the  Savings  Bank  Section.  The  committee  has  also  given 
warning  of  the  probable  effect  of  such  measures  as  the  Federal  home 
loan  bill.  Federal  building  loan  bill  and  the  national  soldier  settlenient 
bill  introduced  in  the  Sixty-sixth  Congress.  The  defects  of  these  bills 
have  been  explained  to  all  state  committees,  and  they  have  eadi  com- 
•  municated  with  representatives  in  Congress  with  excellent  results. 

Your  committee  appreciates  the  co-operation  of  the  American  Bankers 
Association,  as  well  as  that  of  the  state  committees  on  Amortisati<m  of 
Mortgage  Loans,  in  the  publicity  campaign,  so  successfully  conducted. 

Mb.  Frazier:  This  splendid  report  from  the  Committee  on 
Amortization  of  Mortgage  Loans  will  be  discussed  from  the 
economic  standpoint  and  then  with  special  relation  to  insurance 
company,  trust  company,  and  savings  bank  loans.  We  will 
first  hear  from  Mr.  R.  Ingalls,  director  of  research,  Bankers 
Statistics  Corporation. 
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AMORTIZATION  FROM  THE  ECONOMIC  STANDPOINT 

R.  Inqalls 

The  agitation  for  amortizing  real  estate  loans  waa  started  by  the 
committee  appointed  for  that  purpose  by  the  American  Bankers  Asso- 
ciation upon  request  of  its  ex-president,  Myron  T.  Herrick,  at  its  annual 
conyention  in  New  Orleans  in  1911.  The  committee  also  started  the 
ill-starred  rural  credits  movement  that  went  wild  from  being  misun- 
derstood and  not  generally  supported  by  bankers.  Last  spring,  or 
ei^t  years  afterwards,  the  Association  resumed  the  agitation,  and 
through  the  Sayings  Bank  Section  appointed  another  amortization  com- 
mitee.  I  have  had  the  honor  to  work  in  Europe  and  at  home  for  both 
committees. 

If  the  Association  had  never  paused — if  during  all  these  years  it 
htd  been  doing  what  PuUeyn  and  Harrison  have  now  finally  got  it 
to  do— there  might  not  have  been  a  federal  farm  loan  act,  nor  a  North 
Dakota  public  bank,  nor  laws  in  Maine  and  Oklahoma  for  lending 
■chool  and  public  funds  in  risky  ways,  nor  constitutional  amendments 
adapted  or  proposed  in  North  Dakota^  California,  Kansas,  Missouri, 
and  Texas  for  using  the  cash  and  credit  of  the  state  for  farm  mortgag- 
ing. The  Association's  members  have  the  means,  if  they  will,  to  do  all 
that  is  possible  for  the  government  itself  to  do  in  relieving  the  heavy 
shortage  of  dwellings  and  of  small  improved  farms.  About  as  bad  a 
thing  as  there  is  for  bankers  is  to  start  a  good  idea  and  let  it  drift. 

Socialistic  Tendencles 

The  constitution  of  nearly  every  state  has  a  clause  restricting  to 
public  and  general  uses  any  funds  raised  by  taxation  or  upon  ihe 
state's  credit.  These  clauses  were  inserted  as  the  result  of  the  eztrava- 
Sance,  favoritism,  and  failures  of  public  banks  and  subsidized  develop- 
ment, colonization,  canal  and  railway  projects  in  the  early  part  of  the 
past  century.  The  federal  constitution  has  a  similar  clause.  Never- 
theless, taidng  and  appropriation  powers  are  now  being  utilized  again 
to  give  special  favors  to  sections,  localities,  and  classes.  Furthermore, 
tiie  nationalization  of  banking  and  of  the  land — the  socialists'  first 
aim— has  made  remarkable  headway. 

The  postal  savings  banks  are  purely  governmental.  The  federal  re- 
serve system  is  dominated  by  the  government,  and  its  notes  are  the 
govemmemt's  obligations.  These,  however,  do  not  grant  long-term 
sfflortizable  real  estate  loans.  They  are  mentioned  simply  to  show 
that  they  are  stamped  by  the  same  doctrine  that  characterizes  the 
U.  8.  Housing  Ck>rporation,  the  federal  farm  loan  system,  and  the  U. 
8.  reclamation  service.  These  three  were  created  especially  to  embark 
the  government  in  the  real  estate  and  long-term  credit  business;  and 
having  ad&ieved  this  almost  without  a  protest,  they  have  naturally 
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become  the  chief  precedents  for  having  the  government  complete  with 
any  private  person  or  concern  that  has  a  dwelling  or  a  farm  for  sale 
or  rent,  or  a  dollar  to  lend  on  such  property.  Hiis  new  plan  is  con- 
cealed imder  misleading  colors,  as  was  also  the  case  with  other  radical 
plans  already  accomplished. 

THS  U.   S.   HoUBINa   Ck>BPOBATION 

The  U.  S.  Housing  Corporation,  created  for  housing  government  em* 
ployees,  was  chartered  only  three  and  one-half  months  before  the  armis- 
tice was  sign,  and  it  could  have  stopped  expenditures  then  at  perhaps 
$20,000,000.  But  it  has  spent  or  allocated  all  of  $110,000,000  appro- 
priated for  it.  The  6,000  houses  which  it  owns  were  finished,  contrary 
to  the  law's  intent,  after  it  knew  that  they  would  not  be  occupied  by 
government  employees.  They  are  being  rented  as  well  as  sold  to 
anybody.  The  length  of  the  leases  and  the  terms  of  the  sales  show 
no  intention  whatever  of  closing  up  affairs.  Moreover,  Congress  has 
given  the  corporation  $2,068,070  for  current  expenses,  and  prescribed 
no  time  for  the  dissolution  ordered. 

So  the  corporation  seems  to  have  come  to  stay  in  the  long-term 
mortgage  business,  at  least  in  the  District  of  Columbia  and  the  23 
states  where  it  operates.  It  may  acquire  by  condemnation  any  property 
it  desires.  It  buys,  builds,  rents,  and  sells  without  thought  of  profit, 
as  shown  by  the  fact  that  its  assets  cost  $28,000,000  more  than  they 
are  worth,  while  its  expenses  are  $2,922,273  against  $3,279,785  gross 
income  a  year.  This  leaves  barely  one-third  of  1  percent  of  the  capital 
for  net  earnings,  in  spite  of  there  being  no  taxes  nor  interest  paid  oa 
money  received.  The  wear  and  tear  of  properties  will  cause  heavy 
deficits  by  next  year.  Privileges  make  the  corporation  a  rival  too 
formidable  for  private  builders.  But  its  wastefulness  will  perhapa 
prevent  it  from  getting  any  more  appropriations;  and  it  can't  use 
the  government's  credit. 

The  Federal  Building  Loan  Bill 

Foiled  in  this  attempt  to  have  the  government  supply  the  one  mil- 
lion new  dwellings  said  to  be  needed  each  year.  Secretary  of  Labor 
Wilson  and  other  socialists  hope  to  effect  the  same  thing  through  tbe 
federal  building  loan  bill  recently  introduced  in  Congress  by  Hon.  Jobn 
J.  Nolan.  This  bill  is  a  scheme  to  federalize  the  building  and  loan 
associations  and  to  subject  their  officers  and  other  persons  dealing 
with  them  to  the  jiurisdiction  of  the  U.  S.  courts;  also  to  compel  the 
secretary  of  the  treasury  to  give  these  associations  free  advertisement 
and  enable  him  to  find  funds  for  them  at  the  rate  of  5  percent  or 
less  for  interest.  The  government  is  to  pay  overhead  expenses  ajid 
become  involved  in  the  risks;  and  yet  it  is  to  have  no  public  appraisers 
to  select  its  security  and  protect  it  from  loss. 
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If  tlie  MU  be  passed,  the  secretary  of  the  treasury  will  have  a  new 
Imrean  through  which  he  may  charter  as  many  federal  building  loan 
banks  as  he  pleases.  He  must  begin  with  eleven,  each  with  an 
ezclusire  district  and  a  registrar  paid  by  the  government.  Only  build- 
ing and  loan  associations  formed  \mder  state  laws  may  be  stock- 
holders or  borrowers.  As  you  may  know,  the  assets  of  these  associa- 
tions vary  with  the  laws  and  comprise  not  only  mortgages  but  also 
personal  and  short-term  paper.  Much  of  this  represents  invested 
money  that  is  withdrawable.  In  other  words,  the  associations  in  nearly 
all  the  states  are  saving  institutions  and  so  should  not  use  their 
credit. 

Nevertheless,  the  Nolan  bill  provides  that  the  associations  in  a 
federal  building  loan  bank's  district  may  invest  one-tenth  of  their 
assets  in  its  double-liability  shares,  that  they  may  borrow  from  it 
until  their  indebtedness  equals  60  percent  of  their  mortgage  assets, 
and  that  they  may  be  required  to  guarantee  all  mortgages  given  as 
eollateraL  Tlius,  if  state  laws  are  changed  to  permit  this,  building 
and  loan  associations  could  pyramid  on  their  credit,  contract  liabilities 
greater  than  their  assets,  subordinate  the  rights  of  their  own  members 
to  those  of  outside  creditors,  and  make  themselves  dangerous  indeed 
for  savings. 

Endanoebs  Building  and  Loan  Association 

In  the  United  States  there  are  7,484  building  and  loan  associations 
with  4,011,401  members  and  $1,898,344,346  of  assets—the  greatest  sav- 
ing system  exclusively  managed,  financed,  and  used  by  members  in 
the  world,  and  standing  unrivaled  for  soundness  and  service.  The  out- 
cry against  the  destructive  designs  on  this  magnificent  system  ought 
to  be  nationwide.  But  good  judgment  has  been  warped  by  the  promise 
of  cheap  loans  and  tax  exemptions.  If  these  huge  assets  could  be 
handed  over  as  collateral  to  Nolan  banks,  they  would  all  be  exempted 
from  national,  state,  municipal,  and  local  taxes.  Then  tax-exempted 
bonds  could  be  issued  up  to  80  percent  of  75  percent  of  the  mortgages 
of  $5,000  or  less  on  dwelling-house  properties.  Or,  if  the  banks  did 
not  care  to  segregate  the  mortgages,  they  could  use  the  entire  assets 
as  collateral  for  tax-exempted  short-term  paper  issued  to  raise  money 
for  temporary  advances. 

The  only  limit  as  to  size  of  advances  is  the  requirement  that  no 
association  can  invest  more  than  one-tenth  of  its  assets  in  the  bank's 
shares,  or  receive  funds  from  it  in  excess  of  20  times  such  share  hold- 
ings>  or  become  indebted  beyond  the  extent  mentioned  above.  The  re- 
payment might  be  set  for  any  long  term,  provided  a  little  be  paid 
back  semi-annually.  The  interest  maximum  is  4^  plus  ^  percent 
commissions.  As  you  know,  usury  is  not  forbidden  anywhere  to  build- 
ing and   loan   associations.     So  they  could  reloan  these  advances   at 
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any  interest  rate  and  on  any  security  or  for  any  purpose  legal  under 
state  laws. 

The  bonanza  would  yield  12  to  15  percent  dividends  while  it  lasted. 
But  a  crash  would  siurely  come  some  day.  The  bill  covers  farm  as 
well  as  city  real  estate,  and  its  tax-exempted  and  highly  privileged 
bonds  are  intended  for  both  alike.  So  since  the  loans  may  equal  70 
percent  of  mortgaged  property  and  run  for  any  short  or  long  term, 
it  threatens  serious  interference  with  the  federal  farm  loan  system, 
which  lends  only  up  to  one-half  the  land's  value  plus  one-flfth  the  value 
of  improvements  and  for  periods  fixed  by  statute;  it  also  presents  other 
grave  problems. 

Bad  Effbcts  of  the  Fsdehal  Fabm  Loan  Act 

The  Federal  Farm  Loan  Act,  like  the  Nolan  bill,  promised  to  do 
unqualified  good  without  burdening  the  government.  However,  the 
system  got  from  the  treasury  department  $8,892,130  without  interest 
for  capital  stodc,  $8,150,000  of  2  percent  deposits,  $5,000,000  without 
interest  to  lend  without  security  to  distressed  borrowers,  $140,775,000 
for  buying  its  own  4%  percent  bonds,  and  $043,440  donated  for  overhead 
expenses — a  total  of  $172,760,570 — at  a  time  when  the  govenunent's 
own  obligations  were  yielding  5  per  cent.  In  addition  it  received  large 
subsidies  in  the  form  of  rent-free  headquarters,  free  mails,  and  adver- 
tisements at  public  expense.  The  system  has  issued  $321,255,000  of 
tax-exempted  bonds  and  is  adding  millions  to  them  every  month, 
to  the  great  impairment  of  the  government's  credit. 

Such  was  the  system's  condition  od  July  31,  1919;  and  the  eash 
obtained  up  to  that  date  from  the  government  equaled  nearly  70  per- 
oent  of  the  $246,722,568.27  mortgages  then  held  by  the  federal  land 
banks.  This  amazing  fact  clearly  shows  that  the  system  in  the  fourth 
year  of  its  existence  is  still  unable  to  stand  on  its  own  feet,  despite 
its  totally  tax-exempted  bonds  and  numerous  other  privileges.  The 
farmers,  however,  are  not  to  blame,  since  an  amendment  in  1918  of 
the  federal  farm  loan  act  barred  them  from  the  management  and 
lodged  it  completely  and  perhaps  finally  in  the  federal  farm  loan 
board.  So  the  board  is  entirely  responsible  for  the  unsatisfactory 
state  of  affairs. 

The  enhancement  of  farm  values,  caused  by  the  federal  farm  loAa 
system's  easy  money,  has  brought  on  the  wildest  land  speculation  in 
history.  Thus  the  system  has  made  agricultural  development  and 
operation  more  expensive,  and  is  a  factor  in  the  high  cost  of  living. 
Like  causes  have  the  same  effects.  So  the  federal  building  loan  bill 
is  backed  by  the  weakest  of  arguukents,  but  it  will  be  hard  to  defeat. 
The  radicals  who  are  seeking  to  put  banking  and  the  real  estate  butrinnee 
imder  the  government's  control  are  responsible  also  for  the  national 
soldier  settlement  bill  introduced  in  Congress  by  Hon.  F.  W.  MondelL 
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Tins  would  duplicate  the  work  of  both  the  federal  farm  loan  Bystem 
and  the  federal  building  loan  bill. 

Ths  National  Soldieb  Sbtiiaicxnt  Bill 

The  Mbndell  bill  provides  that  the  government  shall  lay  out  town 
sites  and  prepare  farms  adjacent  to  the  sites  or  anywhere.  The  land 
is  to  be  acquired  by  condemnation  or  voluntary  sale.  The  govern- 
ment is  to  erect  the  buildings,  put  in  the  improvements,  equipment, 
and  fixtures,  and  supply  heat,  light,  power,  transportation,  and  market- 
ing facilities.  The  furnished  homes  and  the  ready-made  farms,  with 
first  crops  planted,  would  of  course  be  saleable  under  the  general  land 
laws  to  any  citizen.  The  government  will  assume  all  the  risks  of 
the  development,  since  the  properties  when  improved  are  to  be  sold, 
not  at  what  they  cost  but  at  what  they  may  bring.  The  sales  will 
be  on  a  40-year  annually  reducible  mortgage. 

Five  percent  of  the  purchase  price  must  be  paid  down  on  a  farm, 
but  no  cash  payment  will  be  required  on  an  urban  home.  If  a  farm 
settler  be  an  ex-soldier,  the  government  will  give  him  a  10-year  loan 
of  f  1,500  for  improvements  and  a  5-year  loan  of  $1,200  for  live  stock 
or  equipment.  The  cash  sums  of  25  percent  of  the  improvements  or 
livestock,  00  percent  of  the  equipment,  and  5  percent  of  the  farm 
are  to  be  supplied  by  the  government  as  wages  at  not  less  than  $4.00 
a  day  to  settlers  working  on  the  projects.  The  government  will  charge 
only  4  percent  interest  a  year,  and  in  case  of  ex-soldiers  will  grant 
extra  loans  and  condone  defaults  during  hard  times.  All  property 
will  be  exempt  from  taxes  and  old  debts,  thus  making  the  project 
a  retreat  for  deadbeats. 

Saving  the  U.  S.  Rbolakation  Sbbviob 

The  scheme  is  a  soldier  measure  only  on  its  face.  The  real  object 
is  to  enlarge  the  functions  of  the  U.  S.  reclamation  service  and  extend 
its  scope  over  the  entire  country — thus  realizing  one  of  the  most 
cherished  ambitions  of  the  socialists.  This  done,  the  managers  would 
also  be  better  able  to  hide  the  troubles  of  this  almost  bankrupt  concern 
and  to  appeal  for  funds  to  keep  it  alive.  At  present  the  service  is 
financed  by  the  sale  of  public  land  in  17  states,  royalties  from  potassium 
d^H>sits  and  the  free  use  of  timber  and  stone  on  the  public  domain, 
the  sale  of  town-site  lots  and  power  earnings  on  irrigation  projects, 
repayments  of  settlers  and  water  users,  and  various  minor  accruals. 
The  total  from  these  sources  is  $141,690,917.52. 

The  gross  expenditures  for  reclamation,  including  general  expenses, 
are  $150,579,437.29— showing  an  $8,888,519.77  loss.  On  account  of  this 
$7,500,000  was  recently  appropriated  by  congress.  The  assets  are  booked 
at  $180,595,336.64.  They  include  deferred  operation  and  maintenance 
charges,  unaccrued  construction  charges,  and  estimated  unearned  value 
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of  oonstruction  work,  to  offset  liabilities  of  tbe  same  amonnt.  The 
service  undertook  to  reclaim  8,081,480  acres,  has  reclaimed  1,502,468 
acres,  and  actuaUy  irrigates  1,026,663  acres.  But  of  these  onlj  066,784 
acres  are  cropped,  while  186,027  acres  are  damaged  l^  seepage  or  alkali 

The  Sebyice's  Hbavt  Expenses 

^  This  means  that  the  government's  liabilities  average  $68.65  for  every 
acre  nndertaken  to  be  reclaimed,  or  $120.10  for  every  irrigable  acre,  or 
$186.80  for  every  cropped  acre;  or  $2,888  for  each  of  the  62,477  farms 
jHTomised,  or  $7,154  for  each  of  the  25,244  farms  occupied.  If  soldier 
settlonents  should  cost  like  this,  they  would  bankrupt  the  government 
are  additional  to  the  purchase  price  of  the  land.  Only  51.5  percent 
long  before  many  veterans  were  taken  care  of.  The  reclamation  costs 
of  the  land  belonged  to  the  nation,  states,  and  Indians.  The  remaining 
48.5  percent  was  owned  privately  and  sold,  in  alleged  instances,  as  high 
as  $200  and  $500  an  acre.  Thus  the  government  plays  into  the  hands 
of  speculators,  and  is  encouraging  absentee  landlordism. 

The  purchase  price  is  generally  paid  spot  cash  or  else  secured  by 
short-term  mortgage.  The  federal  farm  loan  board,  however,  permits 
the  land  banks  to  make  86-year  loans  subordinate  to  reclamation  costs 
assumed  by  settlers.  These  costs  were  originally  to  be  repaid  in  t^ 
annual  instalments;  but  in  hope  of  avoiding  defaults  they  have  been 
divided  into  20  annual  instalments.  Nevertheless,  although  the  set- 
tlers are  not  charged  any  interest,  they  paid  back  in  1918  only  $851,- 
290.26.    On  a  20-year  basis  they  ought  to  have  repaid  $2,603,785. 

The  fact  is,  on  s<Hne  of  the  projects  the  settlers  are  resisting  pay- 
ment; on  other  projects  they  complain  of  expensive  management  and 
defective  construction;  and  on  all  projects  many  settlers  are  feeling 
that  the  government  should  entirely  relinquish  its  claims  and  treat 
than  as  free  homesteaders.  In  spite  of  much  paid  publicity  through 
movie  pictures,  newspapers,  magasines,  and  lecturers,  the  govenunent 
has  been  able  in  18  years  to  settle  less  than  one  acre  of  every  two 
acres  watered.  Settlers  now  on  the  projects  are  not  only  grumbling 
over  their  outstanding  obligations,  but  are  also  worrying  over  the 
seepage  and  allcali  that  have  already  damaged  an  acreage  equal  to  one- 
fifth  of  all  used  land. 

Aftaibs  in  Bad  Shape 

Mr.  A.  P.  Davis,  director  of  the  service,  announces  that  all  the  largs 
projects  must  be  drained,  and  yet  he  admits  that  nobody  can  tell  what 
a  drainage  system  will  cost  or  do  until  after  it  has  been  put  in. 
Supplemental  contracts  for  this  would  render  the  present  burdens  d 
the  settlers  unbearable.  So  the  probabilities  are  the  govemiMnt  will 
pay  for  the  drainage,  just  as  it  is  now  spending  for  maintenance  and 
repairs  large  sums  that  can  never  be  recovered  from  settlers.    Tha 
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muuserued  construction  charges  amount  to  $52,172,881.97.  This  with 
equipment  is  all  the  service  has  of  income-producing  resources  for 
its  expenditures,  now  amounting  at  3  percent  compound  interest  to 
1192,872,973,  as  against  $180,503,366  total  assets.  This,  with  $7,- 
300,000  repairs  to  be  done  leaves  a  $19,579,607  deficit  and  the  service 
would  now  be  defunct  had  not  $20,000,000  been  especially  apj^opriated 
to  keep  it  alive. 

Among  the  assets  are  a  monthly  bulletin,  published  at  public  expense 
to  create  sentiment  for  government  ownership,  and  plants  for  heat, 
light,  power,  and  transportation.  About  343139  people  living  in  162 
towns  fLTB  thus  accommodated.  But  just  as  the  farm  settlers  pay  no 
interest^  so  this  non-rural  population  is  obliged  to  pay  only  the  cost 
price.  Uncle  Sam  is  not  expected  to  make  money;  and  he  doesn't. 
The  cost  of  maintenance  and  operation  is  $1,275,084.54,  \^hile  the 
revenue  is  only  $350,846.31.  All  construction  work  now  has  ceased. 
Bat  quite  evidently  this  is  not  entirely  due,  as  explained  by  the 
service,  to  the  high  cost  of  labor  and  material.  Longstanding  financial 
difficulties  may  be  assigned  as  the  chief  cause. 

The  service,  hidden  in  the  mountains  and  arid  regions  and  unknown 
to  bat  a  few  voters,  has,  like  every  other  unsupervised  bureau,  acted 
pretty  much  as  it  pleased  and  embarked  on  costly  socialistic  ventures 
undreamt  of  at  the  start.  Conditions  were  misjudged,  estimates  calcu- 
lated too  low,  and  operations  carried  on  without  restraint  by  any 
outside  audit  of  accounts.  All  this  led  to  the  development  of  land  in 
sdvanee  of  the  need  for  it  and  to  the  accumulation  of  useless  assets 
and  liabilities.  The  service,  judged  by  its  record,  is  not  the  proper 
agent  for  the  more  daring  plans  proposed  by  the  national  soldier 
seUlement  bill. 

OOYSBNMKNT  VS.  PBIVATB  EkTKBPBIBB 

Yet  California,  Maine,  Bfissouri,  Montana,  Nevada,  Oregon,  South 
Dakota,  and  Utah  have  enacted  laws  to  enable  private  tracts  to  be 
condemned  for  the  enlarged  service's  schemes.  New  York  and  other 
states  in  the  East  as  well  as  in  the  West  are  falling  in  line;  and  the 
nationalization  of  the  land  is  at  hand.  Some  of  the  states  authorize 
also  the  condemnation  of  personal  property  and  the  use  of  public 
funds  and  bonds.  A  suit  will  soon  be  l^ught  to  abolish  the  existing 
land  bank  of  New  York,  on  the  grounds  that  it  was  created  by  special 
act  ocmtrary  to  the  constitution.  A  suit  is  pending  to  test  the  con- 
stitntionality  of  the  federal  farm  loan  act.  With  these  concerns  knocked 
ont^  all  the  new  legislation  would  perhaps  be  nullified.  But  the  radicals 
are  too  zealous  to  await  court  decisions. 

The  best  way,  in  my  opinion,  to  meet  the  situation,  is  for  banks— 
especially  sariags  banks — ^to  use  their  funds  more  largely  in  the  locality 
of  flonree,  and  give  more  attention  to  household  economics  and  to 
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farm  and  home  problems.  Lending  on  small  property,  particularly 
up  to  80  or  70  percent  of  its  value  (as  may  be  required)  presents 
some  risk,  of  course.  But  this  would  become  negligible,  if  a  btnk 
could  itself  improve  the  farm  or  build  the  dwelling,  and  then  retain 
strict  control  through  clauses  in  the  mortgage  and  have  the  loan 
amortized  semi-annually  or  quarterly.  In  Europe  the  business  thof 
conducted  is  so  safe  that  even  second-mortgage  companies  operate  mt- 
oessfully  in  advancing  to  borrowers  the  cash  they  must  pay  on  the 
purchase  price. 

But  AicoBnzATiON  Mbthod 

Amortization  is  the  gradual  reduction  of  a  loan  by  periodic  and 
equal  payments  that  include  both  interest  and  part  of  the  principal 
The  advantages  to  the  lender  are  that  it  offsets  depreciation  of  property 
values,  constantly  widens  the  margin  of  security,  and  permits  a  gain 
by  compounding  interest  on  money  invested.  The  advantages  to  the 
borrower  are  that  it  enforces  thrift,  makes  savings  available  for  ex- 
tinguishing debt»  and  renders  foreclosures  improbable.  In  one  method 
of  amortization  the  repayments  are,  as  soon  as  they  are  received, 
applied  to  reduce  the  borrower's  loan.  In  another  method  the  repay- 
ments are  placed  in  a  sinking  fund;  and  when  the  borrower's  acconnt 
in  this  equals  the  loan,  his  debt  is  canceled. 

Under  the  sinking-fund  method  the  borrower  may  make  payments  of 
any  sums  as  often  as  he  pleases  in  addition  to  obligatory  dues.  Ha 
may  also  be  allowed  to  stop  payment  and  even  to  withdraw  his  credits 
in  the  fund.  All  this  is  possible  because,  differently  from  under  the 
first  method,  the  lender's  mortgage  claim  stays  intact  for  the  face 
amount  imtil  the  borrower's  payments  at  interest  balance  his  debt 
So  the  sinking  fund  method  is  the  best  for  the  borrower,  since  under 
it  during  hard  times  payments  may  be  suspended  and  leniency  shown 
without  impairing  the  lender's  lien  against  the  mortgaged  property. 

In  building  and  loan  associations  the  borrower  makes  payments, 
not  on  the  mortgage  but  on  shares.  Hence  these  associations  use  the 
sinking-fund  method — ^but  not  with  all  its  privileges.  Savings  banks, 
however,  could  use  this  method  in  its  entirety  by  opening  up  a  deposit 
account  with  the  borrower.  The  only  difficulty  would  be  to  maintain 
the  interest  rates  in  the  account  and  on  the  mortgage  at  a  parity. 
But  the  trouble  from  this  as  well  as  all  the  bother  and  cost  of  details 
in  helping  customers  to  acquire  dwellings  and  small  farms  would  be 
compensated  by  the  increase  of  general  business  and  the  better  stand- 
ing of  the  banks,  resulting  from  their  activity  in  important  affairs  of 
their  communities. 

Mr.  Frazieb:  We  will  now  hear  fiom  Mr.  Osgood  E.  Fifield, 
Stiperintend^t  of  Loans  of  the  Massadmsetta  Mutoal  Life  In- 
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siiranoe  Company  of  Springfield,  Mass.,  as  to  the  insurance  oom- 
pany  Tiewpoini 

MORTGAGE    LOAN    INVESTMENTS    FOB    LIFE 
INSTIBANCE  COMPANIES 

Osgood  E.  Fifield 

In  addressing  you  on  the  iiibject  of  real  estate  mortgage  loans 
I  am  not  unmindful  of  the  fact  that  many  of  you  are  men  of  wide 
experience  in  the  making  and  handling  of  such  loans,  and  much  that 
I  will  saj  may  be  that  which  you  already  know.  In  the  brief  time 
allotted  to  me  I  shall  only  attempt  to  outline  a  few  observations 
gleaned  through  more  than  twenty  years  of  service  in  the  investment 
department  of  one  of  the  old  line  life  insurance  companies.  During 
this  period  of  active  operation  in  twenty-six  states,  I  have  come  to 
know  that  we  have  much  in  common  with  the  bankers,  and  especially 
the  savings  bankers,  of  this  country,  and  it  seems  to  me  that  it  is 
well  worth  while  to  pause  for  a  moment  to  compare  notes  and  discuss 
this  subject  together. 

Within  the  recent  years  our  life  insurance  companies  have  so  in- 
ereased  their  assets  that  they  now  control  the  principal  funds  of  this 
country  that  are  available  for  what  are  termed  "long  time  investments.'' 
These  funds  are  accumulating  rapidly,  and  each  annual  statement  of  the 
various  companies  shows  large  gains  in  resources  for  such  investment. 
One  of  the  great  problems  in  life  insurance  today,  that  is  receiving 
the  most  careful  attention  and  study  by  the  ofBcers  of  each  company, 
is  the  question  of  the  safe  investment  of  its  funds  in  good  interest- 
bearing  securities.  These  vast  funds,  constantly  and  rapidly  increasing, 
are,  and  always  will  be,  wholly  "trust  funds."  It  is  the  accumulation, 
if  you  please,  in  depositaries,  of  a  portion  of  the  savings  of  millions 
of  oar  citizens,  to  be  disbursed  at  their  decease  in  acoordaaoe  with 
their  expressed  wishes  to  the  ones  they  loved  and  cared  for  during 
their  lifetime.  The  careful  safeguar^Ung  of  these  funds  and  the 
enTTjing  to  completion  of  the  expressed  desires  of  this  vast  confiding 
public  is,  to  my  mind,  the  most  sacred  trust  that  can  be  imposed 
upon  the  officials  of  the  companies.  The  principal  fact  underlying  all 
of  what  are  known  as  the  "old  line*'  life  insurance  companies  is  that 
if  th^  should  cease  to  write  any  new  business  today  and  the  affairs 
of  each  ccMnpany  were  to  be  closed  up,  the  resources  should  be  so  in- 
vested that  th^  would  be  sufficient  to  carry  through  to  oompletion 
every  contract  for  insurance  now  in  force.  With  these  matters  in 
mind  we  can  more  readily  understand  that  the  foremost  consideration 
in  investing  these  funds  is  the  security,  and  that  the  rate  of  interest 
or  the  earnings  on  the  investment  become  seocmdary.    Some  one  haa 
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said,  "The  difference  between  success  and  failure  is  but  a  hair^ 
breadth."  This  is  often  true  of  investments.  Investors  very  often 
take  too  many  risks  and  succeed  or  fail  by  a  very  narrow  margin. 
Perhaps  it  was  only  one  decision,  made  in  a  moment,  but  the  results 
were  far  reaching,  involving  endless  trouble,  loss  and  failure. 

Real  Estate  As  Sbcubitt 

Within  the  past  five  years  the  financial  world  has  been  much  dis- 
turbed. Possibly  never  again,  and  probably  not  within  the  lifetime 
of  anyone  now  living,  will  there  occur  another  crisis  that  will  so  test 
the  foimdations  of  all  securities.  In  the  stress  of  recent  financial 
disturbances,  real  estate  mortgage  loans  have  again  demonstrated  their- 
safety  and  stability  to  discerning  investors.  Real  estate  is  about 
the  only  form  of  wealth  that  endures.  It  is  the  basis  of  our  material 
wealth  and  prosperity;  but  even  so,  it  has  no  fixed  value.  It  affords 
opportunity  for  great  speculation,  with  success  to  some  and  ruin  to 
many.  Other  classes  and  forms  of  investment  come  and  go  with  the 
passing  years,  affording  to  capital  a  high  death  rate.  Not  all  real  estate 
mortgage  loans  are  good.  Many  mortgages  are  placed  on  undesirable 
security.  Some  mortgages  on  good  security  are  for  such  large  amoimts 
that  the  margin  between  the  amount  of  the  loan  and  the  real  value 
of  the  property  is  very  small  or  lost  altogether;  or,  the  security  may 
be  good  and  the  amount  of  the  loan  reasonable,  but  the  borrower  an 
unreliable  quantity.  If,  then,  real  estate  is  the  most  staple  security 
and  offers  the  best  field  for  safe  investments  yielding  a  fair  rate  of 
interest  on  the  money  loaned,  the  question  is  that  of  making  a  wise 
selection  of  securities.  Here  is  where  knowledge  and  judgment  are 
valuable,  for  mistakes  may  surely  become  costly.  If  the  real  estate 
is  well  selected  and  the  margin  of  security  sufficiently  large,  there 
will  be  no  shrinkage  in  the  value  of  the  loans;  no  fluctuations  and 
no  marking  down  for  annual  statements. 

Investors  can  always  find  plenty  of  borrowers,  but  the  very  essential 
and  most  difficult  question  is  that  of  selecting  from  all  that  are  offered 
the  ones  that  will  keep  the  security  in  good  condition,  pay  the  interest 
and  taxes  promptly  and  repay  the  principal  at  the  maturity  of  the 
loan.  We  find  that  it  is  a  real  and  serious  problem  always  to  select 
the  loans  that  carry  the  maximiun  of  security  and  the  minimum  oi 
risk.  Just  now  we  seemingly  are  passing  through  a  period  of  great 
prosperity,  and  many  men  and  corporations  are  accumulating  wealth 
rapidly.  It  is  safe  to  say  that  a  large  percentage  of  this  wealth  will 
be  unwisely  invested  by  the  alluring  prospect  of  safety  and  good  income. 
I  believe  that  the  reason  for  so  many  disappointments  and  failures  is 
on  account  of  individuals  and  corporations  purchasing  investments 
without  much  knowledge  as  to  the  securities.  They  appear  to  act  on 
the  advice  of  some  friend  or  party  who  may  be  personally  interested 
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in  the  security  or  whose  judgment  is  not  the  best.  They  have  no 
clear  personal  knowledge  of  the  security  and  its  possibilities.  A  lender 
must  always  have  in  mind  possible  depreciation  in  values  on  account 
of  shifting  of  business  centers,  panic,  hard  times,  changes  in  neighbor- 
hood or  locality,  reputation  or  public  sentiment,  which  are  uncertain 
quantities  but  which  positively  affect  values." 

With  the  resumption  of  business  and  building  activity  throughout 
the  country,  there  will  no  doubt  be  a  very  large  increase  in  the 
demand  for  mortgage  loans.  Lenders  will  seek  to  place  their  funds  so 
as  to  increase  their  income,  and  borrowers  will  be  abundant — with  all 
classes  and  quality  of  security.  The  great  danger  will  lie  in  an  unwise 
selection  of  security,  as  to  its  character,  location  or  the  amount  loaned 
on  it,  and  great  care  must  be  taken  not  to  become  unduly  influenced 
by  present  conditiofas  as  to  increased  cost  of  building  material  and 
labor  that  may  enter  into  the  cost  of  new  buildings. 

It  is  well  to  bear  in  mind  that  the  average  borrower  knows  very 
little  about  what  constitutes  good  security.  In  most  cases  he  is  in 
the  market  for  as  large  a  loan  as  he  can  obtain  on  the  security,  and 
is  often  willing  to  pay  an  increased  rate  of  interest  or  a  large  com- 
mission to  a  broker  in  order  to  secure  the  amount  he  wants.  He 
seemingly  forgets  that  it  is  ofttimes  much  easier  to  create  a  debt 
than  it  is  to  pay  it,  and  that  disappointments  in  the  income  from 
property  and  other  sources  are  of  common  occurrence.  Very  frequently 
he  over-estimated  his  real  worth,  his  income  and  his  ability  to  meet 
bis  obligations. 

We  can  all  agree  that  it  is  a  very  easy  matter  to  lend  money,  for 
there  are  always  plenty  of  borrowers,  but  the  very  essential  and  most 
difficult  question  is  that  of  selecting  the  good  and  staple  security. 
This  surely  is  a  great  problem.  It  is  the  rock  on  which  many  a  fortune, 
a  good  business  or  a  prosperous  bank  has  met  misfortune  or  complete 
ruin.  It  is  never  a  good  policy  to  loan  to  a  man  who  has  a  reputation 
for  speculation  and  for  creating  debts  and  avoiding  payment  of  them, 
no  matter  how  good  the  security  may  be;  such  loans  are  very  apt 
to  lead  to  trouble.  It  is  also  unwise  to  over-loan  on  security  merely 
because  the  property  at  the  time  is  owned  by  a  man  who  is  considered 
wealthy.  Life  is  imcertain  and  fortunes  fade.  To  do  a  successful  real 
estate  loan  business  we  must  be  conservative  but  not  pessimistic.  We 
must  have  and  maintain  an  inquiring  mind,  that  will  not  be  satisfied 
with  anything  less  than  a  complete  knowledge  of  the  security,  its 
location,  possibilities,  future  and  ownership. 

Fabm  and  Ubban  Loans  Dishnqitishxd 

Great  care  must  be  taken  in  choosing  desirable  fields  for  operation, 
the  selected  territory  must  be  constantly  watched,  and  changes  for  bet- 
terment or  deterioration  carefully  noted.    It  may  be  stated  that  there 
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are  two  separate  and  distinct  fields  for  operation  in  real  estate  mort- 
gages, farm  lands  and  real  estate  within  the  corporate  limits  of  citiM 
and  towns.  Well  improved  farms  in  the  best  agricultural  sections  of 
the  country  are  first  class  security  for  mortgage  loans,  the  only  quesr 
tions  being  the  real  value  of  the  farm,  the  probability  of  its  being  Icept 
up  to  a  high  standard  of  productiveness  during  the  period  of  the 
loan,  and  the  amount  loaned  on  the  property.  It  is  well  to  bear  in 
mind  that  the  price  of  farm  lands  has  greatly  increased  within  the 
past  few  years,  so  that  nearly  all  mortgages  placed  some  years  ago 
on  lower  values  are  now  good  if  the  loan  should  be  called,  and  the 
fact  that  such  loans  have  been  satisfactory  or  are  good  may  lead  lenders 
into  the  error  of  over-confidence  in  this  dass  of  security.  Up  to  the 
present  time  the  productiveness  of  the  farm  lands  has  been,  to  a  verr 
large  extent,  on  new  lands  or  lands  that  not  long  ago  were  unbroken 
prairie  or  uncleared  forests.  These  lands  were  made  more  valuaUe 
by  buildings,  fencing  and  drainage,  and  with  these  improvements,  to- 
gether with  improved  highways,  better  railroad  facilities  and  markets, 
values  advanced  rapidly. 

The  recent  war  has  greatly  increased  the  income  from  all  farm 
lands,  because  all  surplus  produce,  grain  or  livestock  can  be  add 
promptly  and  at  very  largely  increased  prices.  In  a  word,  farm  lands 
are  high  and  the  farmer  is  "in  the  saddle."  With  the  high  prioei 
for  farm  products  that  have  been  prevailing,  there  has  been  the  tempta- 
tion to  put  all  available  acreage  into  crops,  and  it  is  fair  to  aasome 
that  a  large  percentage  of  farm  lands  are  overworked  and  will  require 
rest  or  the  application  of  commercial  fertilizers.  The  farm  buildiags 
are  now  older,  of  less  value  or  in  need  of  repair.  Farm  labor  has  be- 
come a  serious  problem;  it  is  increasingly  hard  to  obtain  and  fre- 
quently of  very  poor  quality. 

Another  factor  to  be  considered  is  the  recent  advent  of  the  Federal 
Farm  Loan  Bank.  With  this  added  oompetiti<m  and  liberal  appraisers 
of  values,  it  appears  that  the  farmer  will  have  little  diffieolty  ia 
obtaining  the  loans  he  may  desire  on  any  and  all  Idnds  of  farma. 

To  state  the  situation  briefly  as  I  see  it,  farm  loans  enjoy  a  fini 
class  reputation  and  lenders  want  them«  Farm  lands  are  on  tlM  erest 
of  the  wave  in  value  and  productiveness  without  the  use  of  ezpenaive 
commercial  fertilisers.  This  is  a  good  time  to  exercise  additioBal 
caution  and  careful  foresight. 

In  the  consideration  of  loans  on  city  property,  we  find  that  H  is 
a  subject  which  in  many  ways  is  much  different  from  farm  loana 
Before  deciding  on  a  loaning  center,  a  city  must  be  studied  and  eoe- 
elusions  drawn  relative  to  its  probable  continued  and  healthy  growth, 
permanency  of  the  business  center,  diversified  industries,  re 
tax  rates  and  collection  laws,  and,  what  is  quite  essential, 
land  values.     It  must  be  remembered  that  there  is  no  fixed  rmhat  to 
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Iind.  Its  value  is  a  mere  matter  of  opinion,  based  on  the  income 
it  can  prodace  or  the  purpose  for  which  it  is  desired.  It  may  be 
worth  much  more  to  one  man  than  it  is  to  others,  all  depending 
upon  the  object  in  the  mind  of  the  purchaser.  We  are  frequently  told 
that  land  has  sold  for  much  less  than  it  is  worth,  and  sometimes, 
thou^  not  often,  we  are  told  that  it  has  sold  for  more  than  it  is 
worth.  Local  people  have  local  interests  and  local  standards  of  values, 
and  it  is  quite  natural  to  expect  them  to  be  optimistic  on  values  and 
to  base  their  opinions  on  future  prospective  income  and  enhancement. 
We  may  expect  them  to  value  the  property  at  the  top  notch. 

We  must  be  conservative.  Oiir  values  must  be  placed  at  a  figure 
that  we  feel  confident  will  be  maintained  during  the  period  of  the 
loan  desired.  We  must  exercise  even  more  caution  than  we  might 
if  we  were  loaning  our  own  personal  funds.  We  must  have  the  benefit 
of  all  doubts.  We  should  consider  the  position  of  a  lot  with  reference 
to  the  business  center  or  most  valuable  corner;  to  streets,  with  their 
width;  to  alleys;  to  vacant  land;  to  whether  it  is  a  comer  or  an 
inside  lot;  to  frontage  in  relation  to  its  depth;  to  utility,  shape,  waste, 
and  number  of  purposes  for  which  it  may  be  used;  to  the  character 
of  its  location  and  class  of  business  done  in  the  surrounding  territory. 
We  should  note  the  "For  Sale"  and  "For  Rent"  signs  in  the  locality; 
note  its  distance  from  the  largest  retail  stores,  banks,  public  buildings, 
railroad  stations  and  the  best  residential  and  business  sections;  ob- 
serve its  location  with  reference  to  the  routing  of  street  car  and  inter- 
urban  lines;  note  the  delivery  of  the  greatest  number  of  passengers 
at  a  given  point>  and  the  corner  where  the  greatest  number  of  people 
enter  cars  to  return  home;  consider  the  possible  shifting  of  the  best 
retail  center  from  or  toward  the  lot  by  prospective  public  improvements 
or  changing  of  railroad  stations  or  terminals. 

Yalve  oar  Sfsoial  Pubposb  Pbopebtt 

Retail  business  property  becomes  more  or  less  valuable  in  proportion 
to  the  volume  of  foot  travel  in  front  of  it.  The  most  congested  corners 
and  blocks  where  the  largest  number  of  people  gather  to  trade  are  the 
most  valuable  property  in  any  city.  This  being  true,  we  can  under- 
stand that  the  best  comers  and  blocks  are  by  no  means  permanent 
but  are  very  likely  to,  and  in  most  cities  do,  change  and  shift  with  the 
development  and  growth  of  the  city.  Cities  differ,  and  what  may 
cause  increased  values  or  depreciation  in  one  may  not  affect  another. 
This  requires  constant  study — to  determine  the  causes  and  effects  that 
produce  the  shifting  of  locations  and  values.  What  is  known  as  the 
most  congested  business  district  of  a  city  is  that  portion  where  the 
bulk  of  the  retail,  and  possibly  a  portion  of  the  wholesale,  business 
is  done,  and  this  territory  is  desirable  for  mortgage  loans  provided 
luch  loans  are  made  for  a  limited  period  and  for  not  to  exceed  50 
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per  cent,  of  a  donaervative  value  of  the  property,  the  security  to  be 
frequently  examined  to  note  changes  for  betterment  or  deterioration. 

Wholesale  and  jobbing  property  is  not  so  dependent  upon  a  location 
that  is  frequented  by  pedestrians  as  it  is  upon  one  that  is  convenient 
to  railroad  sidings  and  terminals,  inasmuch  as  the  question  of  cartage 
for  incoming  and  outgoing  freight  is  the  large  item.  Then,  too,  a 
wholesaler  and  jobber  depends  to  a  very  large  extent  for  his  sales  on 
agents  or  traveling  salesmen,  and  the  location  of  the  office  and  ware- 
house is  not  nearly  so  important  as  is  the  question  of  the  prompt 
delivery  of  the  goods.  For  these  reasons  we  usually  find  wholesale 
business  located  near  the  railway  sidings,  and  the  land  values,  com- 
pared with  values  of  retail  property,  much  lower.  While  this  class 
of  property  affords  good  security  for  mortgage  loans,  care  must  be 
taken  to  guard  against  overloaning.  It  should  be  remembered  that 
this  class  of  property  is  rather  slow  of  sale,  that  the  area  available 
for  such  improvement  is  almost  unlimited  and  that  when  buildings  are 
vacated  by  business  failure  or  removal  to  another  location  the  property 
is  subject  to  a  long  period  of  vacancy  before  another  tenant  may  be 
procured. 

In  most  cities  we  find  a  district  or  territory  near  the  retail  or 
congested  business  center  that  may  be  termed  the  "transitory^  section. 
This  territory  is  large  or  small,  in  proportion  to  the  size  of  the  city. 
The  larger  the  city,  the  greater  is  this  area.  It  may  have  been,  and 
frequently  is,  the  section  that  in  times  past  was  occupied  by  fine  resi- 
dences and  was  considered  fashionable  and  quite  select  section;  bat 
with  the  growth  and  expansion  of  the  business  area  and  the  deteriora- 
tion of  these  once  fine  dwellings  they  have  passed  into  the  rooming 
and  boarding  house  district.  This  furnishes  a  field  for  the  real  estate 
speculator  and  trader.  The  alluring  hope  of  the  future  is  always 
kept  in  the  foreground,  and  the  owners  are  waiting,  always  waiting, 
while  the  improvements  are  running  down,  for  the  business  section 
to  come  to  them.  These  sections  are  the  graveyards  of  many  fond 
hopes  and  lost  fortunes  in  real  estate.  He  is  an  exceedingly  wise  and 
clever  man  who  can  do  a  successful  mortgage  loan  business  in  such  a 
section,  and  in  my  opinion  it  is  best  for  the  non-resident  lender  to 
keep  out  of  it. 

Throughout  the  residential  districts  of  the  larger  cities  will  be  found 
sections  or  cross  streets  termed  "transfer  points."  They  are  local 
business  centers;  the  corners  are  improved  with  buildings  containing 
stores  on  the  ground  floor  and  offices  or  apartments  above.  These  are 
investment  properties  and  are  more  or  less  desirable  in  proportion 
to  the  community  they  serve.  They  are  usually  very  desirable  security 
for  mortgage  loans. 

The  question  of  apartment  houses  and  blocks  of  single  or  two-family 
houses  for  investment,  and  as  security  for  mortgages,  has  in   recent 
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years  been  more  and  more  brought  to  our  attention.  This  form  of 
housing  is  unquestionably  here  to  stay  and  must  be  given  due  considera- 
tion. 

The  detached  residence  in  desirable  locations,  that  is  comparatively 
new  and  modem,  and  occupied  by  the  owner,  aflfords  good  security 
for  loans  on  a  conservative  value  of  the  property.  Such  loans  should 
be  made  with  a  provision  for  an  annual  reduction  of  the  principal, 
and  the  security  should  be  frequently  examined  to  see  that  the 
property  is  kept  up,  the  taxes  paid,  and  that  the  neighborhood  does 
not  deteriorate.  In  every  city  we  have  numerous  examples  of  the 
extravagant  residence.  It  may  be  selected  for  the  beauty  of  the 
location  or  the  aristocracy  of  the  neighborhood,  which  would  make 
the  ground  expensive.  These  grounds  are  usually  lauddcaped  and 
ornamental,  and  the  house  is  large,  massive  and  quite  frequently  de- 
signed to  meet  the  fancy  of  some  one  who  has  a  desire  to  build 
something  out  of  the  ordinary  and  that  will  excite  the  envy  of  his 
neighbors.  Such  places,  costing  from  $50,000  upward,  usually  become 
magnificent  family  monuments  that  are  so  weighted  with  financial  and 
housekeeping  burdens  that  after  a  little  while  they  are  placed  on  the 
market  at  a  fraction  of  their  cost.  They  are  very  difficult  to  dispose 
of  and  are  unsafe  as  security  for  loans. 

Vacant  or  unimproved  property  should  not  be  considered  by  a  care- 
ful investor.  Manufacturing  property,  while  very  essential  to  the 
prosperity  of  a  city,  is  poor  security  for  mortgage  loans.  The  reason 
for  this  is  that  the  buildings  usually  represent  the  larger  part  of 
the  investment,  are  constructed  for  the  special  requirements  of  the 
business,  and,  in  case  of  failure,  are  greatly  depreciated,  difficult  to  sell 
and  unsatisfactory  to  hold. 

Rbnkwal  of  Mobtqaob  Loans 

One  source  of  trouble  with  mortgage  loans  is  the  granting  of  re- 
newals or  extensions  after  the  maturity  without  a  re-examination  of 
the  security,  or  the  making  of  loans  for  a  short  period  with  the 
understanding  that  so  long  as  the  interest  is  paid  the  principal  may 
stand. 

I  wish  strongly  to  emphasize  the  importance  of  frequent  or  periodical 
examinations  of  the  secturities. 

Applications  for  renewals  should  be  treated  the  same  as  if  for  new 
loans  and  a  re-examination  of  the  property  and  surroundings  made, 
with  a  complete  report  to  be  filed  with  the  loan  papers.  WheA  the 
security  has  become  impaired,  the  neighborhood  or  locality  deteriorated, 
CT  the  record  of  the  borrower  shows  delinquency  in  meeting  payments 
of  interest,  principal  or  taxes  when  due,  the  loan  should  be  called  or 
the  principal  materially  reduced.  It  is  not  imcommon  to  find  loans 
where  the  mortgages  or  deeds  of  trust  have  been  of  record  for  many 
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years.  The  interest  aad  taxes  have  been  paid,  but  little  or  no  attention 
has  been  given  by  the  mortgagee  to  a  re-examination  of  the  security, 
and  many  changes  may  take  place  in  a  quarter  to  a  half  of  a  century. 
The  beet  time  to  arrange  for  payments  in  the  reduction  of  the  principal 
or  to  cure  defects  in  the  title  to  a  property  is  before  any-  mon^  is 
advanced  on  the  loan. 

In  approving  an  application  for  a  loan  it  is  often  veil  to  provide 
for  a  periodical  reduction  of  the  principal,  which  is  a  modified  form 
of  amortization.  It  would  be  impracticable  for  life  insurance  com- 
panies, at  present,  to  make  any  hard  and  fast  rules  for  the  amortl£ati<m 
of  their  mortgage  loans.  Frequently,  for  instance,  loans  on  central 
business  property  are  desired  for  a  term  of  three  to  five  years,  in 
amounts  of  from  20  per  cent,  to  30  per  cent,  of  the  value  of  the 
security,  and  it  does  not  meet  the  business  conditions  of  the  borrow- 
er to  repay  any  of  the  principal  during  that  period.  With  the  wide 
margins  of  security,  the  life  companies  are  pleased  to  have  the  money 
invested  for  a  definite  period. 

A  lender  must  insist  on  the  borrower  giving  him  a  frank  and 
honest  statement  of  his  financial  condition,  for  in  lending  money  we 
are  entitled  to  the  fullest  confidence  of  the  borrower.  In  a  word*  if 
investments  are  being  made  in  mortgage  loans  on  any  class  of  real 
estate,  it  cannot  be  successfully  done  in  a  careless  or  haphazard  way. 
We  should  ever  bear  in  mind  that  it  is  hardly  possible  to  be  over- 
careful  or  over-cautious  in  any  of  the  proceedings  of  negotiating  the 
application,  making  the  examination  and  valuation  of  the  property, 
examination  of  the  title,  or  the  final  closing  of  the  loan;  and  let  us 
ever  remember  that 

''He  who  dwells  in  security  counts  not  its  cost^ 
But  he  who  lives  on  its  borders  alone  will  be  loet^* 

LONG  TERM  MOKTQAGES 
George  Woodruff 

Long  term  bonds,  purchased  by  the  American  people,  have  made  pos- 
sible the  building  of  railroads,  the  development  of  public  utilities,  the 
creation  of  manufacturing  plants  and  the  improvement  of  almost  every 
form  of  industry — excepting  the  farm,  upon  which  every  man,  w<Nnan 
and  child  in  the  country  depends  for  daily  bread.  In  America,  the 
farm,  representing  a  fixed  investment  and  producing  only  a  limited 
annual  income,  has  been  financed  by  short  time  mortgage  notes  prac- 
tically all  of  which  came  due  in  so  short  a  period  of  time  as  to  make 
it  entirely  impossible  for  the  farmer  to  pay  off  the  debt  at  maturity 
out  of  the  income  from  the  land. 

Some  years  ago  a  campaign  of  education   was  carried   on   locddn^ 
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toward  the  estRblUhment  of  farm  mortgage  banks  to  loan  money  on 
farms  on  the  long  time  amortization  principle.  Aa  a  result  of  this 
campaign,  the  Federal  Farm  Loan  System  came  into  existence,  and 
has  already  made  it  possible  for  many  farmers  to  finance  their  land 
on  the  long  term  basis,  which  is  required  by  the  nature  of  the  farmer's 
buainees. 

It  is  gratifying  to  note  that  another  step  forward  has  now  been 
taken  and  a  new  campaign  of  education  has  been  carried  on  by  the 
American  Bankers  association,  looking  toward  the  adoption  of  the 
principle  of  long  term  farm  financing  by  all  institutions  interested 
in  farm  loans,  and  suggesting  the  adoption  of  amortization  principles 
in  the  making  of  many  city  real  estate  loans  as  well. 

An  amortization  loan  is  usually  made  in  America  for  from  ten  to 
thirty  years,  and  the  borrower  is  required  to  make  semi-annual  pay- 
m^its  all  of  which  are  equal  in  amount  and  each  of  which  represents 
the  interest  due  and  also  a  payment  on  the  principal. 

As  the  loan  is  reduced  the  interest  constantly  becomes  less  and  as 
the  semi-annual  payments  are  always  the  same,  the  amoimt  left  oyer 
after  payment  of  interest  constantly  becomes  greater,  and  these  con- 
stantly increasing  amounts  are  used  to  apply  on  the  principal  and 
entirely  discharge  the  debt  at  the  end  of  the  term  for  which  the 
loan  was  made  to  run.  As  the  loan  never  has  to  be  renewed  but 
ccmtinues  to  run  until  the  semi-annual  payments  have  cleared  the 
property  of  debt,  the  borrower  is  never  compelled  to  pay  any  renewal 
commissions,  never  has  to  go  to  the  expense  of  bringing  down  his 
abstract  or  having  it  examined  every  few  years  as  at  present,  and  is 
relieved  of  anxiety  lest  he  fail  to  meet  the  mortgage  when  due  and 
consequently  lose  the  property. 

This  campaign  on  the  part  of  the  American  Bankers  Association  in 
favor  of  amortization  principles  in  loaning  money  is  a  most  com- 
mendable activity,  and  will  doubtless  result  in  a  quite  general  adoption 
of  the  amortization  principle  by  institutions  loaning  on  real  estate 
for  their  own  investment,  but  unfortunately  institutions,  mortgage 
dealers,  and  loan  brokers  expecting  to  resell  mortgage  loans  will  find 
it  inconvenient  to  adopt  the  amortization  form,  because  the  average 
Investor  will  not  bother  with  the  small  and  constantly  changing  semi- 
annual pajrments  on  the  principal.  Consequently  the  American  Bank- 
ers Association  might  perhaps  consider  some  slightly  different  form 
of  long  term  mortgage  that  could  be  adopted  by  those  dealers  interested 
in  the  resale  of  the  mortgages  which  they  negotiate.  Such  a  form  of 
mortgage,  making  it  possible  for  the  borrower  to  get  long  term  credit, 
even  when  dealing  with  the  average  mortgage  broker,  might  be  found 
in  the  long  term  serial  loan  which  would  be  in  many  respects  similar 
to  the  long  term  amortization  loan  used  by  institutions  when  investing 
for  their  own  account. 
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Amortization  Ck>icPABBD  to  Sebial  Form 

Under  a  serial  loan  a  borrower  agrees  to  pay  off  a  small  fixed  amonnt 
of  principal  semi-annually  and  as  the  semi-annual  interest  constantly 
becomes  less,  the  payments  which  he  makes  representing  interest  and 
partial  payments,  constantly  become  smaller  instead  of  always  remain- 
ing the  same,  as  imder  an  amortiEation  loan. 

In  case  of  an  amortization  loan  the  borrower  signs  but  one  note 
and  the  amortization  payments,  constantly  changing  in  amount,  art 
endorsed  on  the  back  of  this  note.  Under  the  serial  plan  the  same 
arrangement  can  be  adopted  and  the  serial  payments,  which  will  al- 
ways! be  the  same,  can  be  endorsed  on  the  back  of  the  note.  However, 
in  the  case  of  good  sized  loans  it  would  probably  often  be  desirable 
to  have  the  borrower  sign  a  separate  note  for  each  semi-annual  pay- 
ment, as  each  payment  would  be  for  the  same  amount,  and  these 
notes  of  various  maturities  could  be  sold  to  vaiious  investors,  for 
the  average  investor  is  glad  to  buy  a  note  which  represents  part  of 
a  loan  and  which  matures  at  a  stated  time,  while  he  will  not  bay 
an  amortization  note  which  is  paid  off  in  unequal  payments,  a  little 
at  a  time. 

Under  this  plan  the  mortgage  dealer  is  able  to  supply  small  denomi- 
nations which  are  always  in  demand  and  he  also  has  notes  of  both 
short  and  long  maturities  and  can  furnish  an  investor  whatever  ms- 
turity  is  desired.  The  profits  of  the  mortgage  dealer  would  be  rq>re- 
sental  by  a  cash  conmiission,  or  by  "split  interest"  coupons,  or  by  second 
mortgage  commission  notes,  all  Uiree  of  which  systems  are  now  in  nee 
generally  in  the  United  States. 

The  principle  of  making  long  term  real  estate  mortgages  subject  to 
small  regular  payments  has  been  a  success  in  other  countries  for  over 
one  hundred  and  fifty  years,  and  to  those  who  are  interested  in  tbe 
improvement  of  American  mortgage  conditions  it  has  seemed  that  there 
exist  no  good  reasons  why  the  farmer  and  real  estate  owner  in  tlM 
United  States  should  not  enjoy  just  as  great  financial  advantages  as 
a  peasant  in  France  or  Italy  or  any  other  of  the  great  nations. 


PROM  THE  STANDPOINT  OF  THE  SAVINGS  BAN^K 

H.    E.   BOYNTON 

The  savings  bank  is  not  primarily  an  institution  for  the  investment 
of  the  money  of  its  depositors,  but  a  place  for  the  care  of  their  funds 
in  such  manner  that  they  may  call  for  and  receive  payment  of  them 
upon  reasonable  notice  without  diminution. 

It  follows  that  safety  is  a  cardinal  principle  governing  the  invest- 
ment of  such  funds  and  the  real  estate  mortgage  long  has  held  the 
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lead  as  a  savings  Bank  investment,  all  things,  and  especially  the  yield, 
being  considered. 

But  too  often  has  the  real  estate  mortgage,  thought  to  be  gilt  edged 
when  originally  placed,  through  shrinkage  in  value  of  the  collateral, 
disappointed  the  holder,  and  without  just  criticism  attributable  to 
the  judgment  of  the  original  investor. 

Real  estate  is  susceptible  of  great  fluctuation  in  value,  in  even  the 
most  staid  communities,  and  the  holder  of  a  long  term  mortgage  well 
may  see  his  security  impaired  before  his  eyes,  while  helpless  to  remedy 
the  situation. 

On  the  other  hand,  investors  are  prone  to  place  a  good  loan  where 
it  will  remain  for  an  appreciable  term  without  the  need  of  renewing 
or  of  constant  watchfulness. 

The  amortized  mortgage  loan,  in  the  form  of  a  demand  note,  with 
a  collateral  agreement  for  forbearance  upon  the  part  of  the  mortgagee 
so  long  as  periodical  part  payments  are  made  upon  the  principal,  and 
the  other  conditions  of  the  mortgage  are  complied  with,  by  the  mort- 
gagor, has  proved  a  solution  of  the  diflftculty  by  rendering  the  loan 
self -conservative. 

It  operates  to  relieve  the  bank  of  the  need  of  constant  inspection, 
gives  it  the  security  it  seeks,  the  yield  it  must  have  to  perform  its 
functions,  and,  when  well  under  way,  a  constant  inflow  of  ready  money 
to  meet  its  requirements  from  day  to  day,  in  answering  the  calls  of, 
its  depositors,  and,  if  need  be,  to  store  against  pressing  or  anticipated 
demands  from  any  and  all  sources,  as  well  as  to  reinvest. 

The  last  is  no  mean  factor  in  the  psychology  of  savings  banking,  for 
it  is  most  unfortunate  for  an  institution  of  the  character  of  a  savings 
bank  to  find  its  funds  tied  up  in  a  few  large  mortgages,  while  borrowers 
are  clamoring  for  new  loans  for  legitimate  purposes. 

The  elasticity  of  the  amortized  mortgage,  so  long  imdreamed  of  under 
the  old  system,  is  well  illustrated  by  the  figures  taken  from  the  books 
of   a   single  savings  bank   which   has    practiced   the   new   method   for 
many  years. 
Balance  mortgage  loans  Jan.  1,  1914 $1,003,198    $1,003,198 

New  loans  made: 

Number    1021 

Amount    2,471,699 

$3,474,897 
Payments    received 1,716,474 

Balance  mortgage  loans  Sept.  1,  1919 $1,758,423 

Net  increase  in  6  years,  8  months 755,266 

oat  of  new  investments  of  $2,471,699  distributed  among  1021  loan*. 
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Amortization  Bbnetits  Bobbowkbs 

Many  a  borrower  has  bequeathed  to  his  widow  and  children  an  in- 
supportable burden  in  the  form  of  a  mortgage  which  misfortune  or 
ill-fortune  has  rendered  it  impossible  for  him  to  pay  in  his  lifetime. 

More  than  misfortune  or  ill-fortune,  however,  has  inertia  oontributed 
to  the  same  result. 

The  borrower  with  a  long  term  mortgage  to  cope  with,  when  con- 
fronted with  bulk  payment  compared  with  his  possible  savings  after 
the  payment  of  necessary  daily  expenses  from  his  savings,  is  so  im- 
pressed with  the  disparity  as  to  lose  hope  of  ever  meeting  more  than  the 
interest  charges,  and  thus  is  not  encouraged  to  save  at  all  and  tends 
towards  the  other  extreme  from  the  apparent  hopelessness  of  ever 
overthrowing  the  burden. 

While  on  the  other  hand,  with  periodic  payments,  partly  out  of 
the  earnings  of  the  property  itself  if  not  wholly  employed  by  the  owner, 
or  from  his  earnings  or  business,  in  lieu  of  or  in  the  manner  of  rent,  oo 
aocoimt  of  the  principal,  a  borrower  soon  has  his  loan  so  much  under 
his  command  to  be  spurred  to  save  and  complete  the  transaction  begun 
by  the  mortgage. 

In  this  manner  a  home  is  acquired  or  a  business  venture  put  through, 
with  the  weight  of  the  burden  of  the  mortgage  so  distributed  as  hardly 
to  be  felt,  while  the  lesson  of  saving  and  the  possibility  of  accomplishing 
great  things  a  little  at  a  time  so  deeply  impressed  as  to  create  in  the 
borrower  a  mental  attitude  most  favorable  to  his  general  success. 

A  savings  bank  depositor,  above  all  things,  likes  to  feel  that  his 
money  is  actually  on  call  whenever  he  needs  or  wishes  to  use  it. 

What  funds  he  invests,  he  realizes,  may  have  to  shrink,  or,  at  least, 
be  not  easily  available  as  cash  at  a  moment's  notice. 

The  money  in  the  savings  bank  he  regards  as  cash  on  hand,  and 
whatever  tends  to  keep  a  ready  supply  of  funds  in  his  bank,  without 
detracting  from  its  safety  and  reasonable  earnings,  he  regarda  as,  and 
undoubtedly  it  is,  exceedingly  advantageous  to  him. 

A  savings  bank  is  an  extremely  important  and  useful  factor,  not 
only  for  safeguarding  the  savings  of  the  citizens,  but  in  assisting  in 
maintaining  and  developing  the  home  and  business  life  of  the  com- 
mimity  it  serves. 

It  goes  without  saying  that  the  more  people  it  can  help  to  acquire 
homes  or  to  establish  business  the  more  valuable  it  becomes. 

Under  the  old  system  of  term  mortgages  the  funds  of  savings  banks 
become  tied  up  to  the  limit  of  safety  in  that  class  of  investment  and 
thereafter  their  usefulness  in  that  regard  is  limited  to  the  funds  be- 
coming available  through  maturities,  and  it  is  well  recognized  that 
the  old  tendency  was  to  reinvest  maturing  funds  in  as  few  and  ns 
long  term  investments  as  prudence  dictated. 
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Ck>nBequently  the  many  small  borrowers  would  be  overlooked  to  the 
advantages  of  the  few  large  borrowers  and  the  original  conception  of 
the  mortgage,  the  "dead  hand"  become  realized. 

With  the  partial  payment  plan  of  amortization  the  savings  bank, 
on  the  other  hand,  has  a  constant  flow  of  money  coming  in  for  reinvett- 
ment  and  a  dollar  has  its  power  of  serving  the  community  purposes 
multiplied  many  times,  is  enabled  to  help  acquire  more  homes,  start 
more  businesses  and,  by  reappearing  so  many  more  times  for  service, 
help  to  create  the  atmosphere  of  prosperity  so  highly  desirable  in  all 
oommimities  and,  at  the  same  time,  ease  the  bank's  position  and  earn 
just  as  much  as  ever  before. 

Am oBTiZATioN  Pbomotbs  Homs  BxmrfQ 

Experience  has  demonstrated  that  it  is  a  great  inducement  to  home 
buyers.  In  the  community  served  by  the  savings  bank  heretofore  re- 
ferred to  it  is  estimated  that  fully  76  per  cent,  of  its  families  are 
home  owners,  while  in  New  England  at  large,  in  which  this  city  is 
situated,  only  39  per  cent,  are  said  to  own  their  homes. 

Certainly  nothing,  especially  in  these  times  of  uncertainty  and  un- 
rest, is  more  stabilizing  to  a  community  than  to  have  a  large  per- 
centage of  home  owners  among  its  citizens. 

Nor  is  it  of  small  moment  that  ''mortgage*'  shall  have  emerged 
from  the  obscurity  of  fear  and  dread,  so  long  surrounding  it,  and 
stand  before  the  community  as  a  ready  and  helpful  friend. 

Is  it  to  be  wondered  at  then,  in  the  face  of  the  many  palpable  ad- 
vantages of  the  amortized  mortgage,  that  the  sentiment  in  its  favor, 
long  sensed  by  bankers  should  have  crystalized  to  the  extent  of  recog- 
nition by  the  American  Bankers  Association  of  a  need  for  study  of 
the  subject,  and  that  the  committee  having  the  matter  in  hand  should 
report  that  out  of  650  savings  banks,  trust  companies  and  insurance 
companies  inquired  of,  only  about  18  per  cent,  failed  to  favor  this 
form  of  self  liquidating  mortgage  T 

Mr.  Frazisb  :  This  will  close  our  very  interesting  discussion 
on  the  question  of  amortization,  and  we  will  now  adjourn  for 
luncheon. 

Adjourned. 

LUNCHEON  MEETING 

Hotel  Jefferson 

Monday,  September  29,  1919 

After  the  meal.  President  Lersner  presented  the  Section's 
guests.  President  Maddoz,  and  Mr.  William  £.  Liyingstone, 
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president  of  the  Dime  Savings  Bank  of  Detroit,  Michigan,  and 
former  President  of  the  American  Bankers  Association,  who 
responded. 

CONFEEENCE  OP  SAVINGS  BANKERS 

Sbcond  Session 

September  29,  1919. 

Mr.  Baymond  B.  Frazier,  chairman  of  the  Conference,  called 
the  Conference  to  order  and,  in  the  absence  of  Mr.  Frederic  B. 
Washburn,  president  of  the  Franklin  Savings  Bank  of  Boston, 
requested  former  Secretary  Harrison  to  present  the  report  of 
the  Committee  on  Investments  as  follows: 

BEPOBT  OF   COMMITTEE  ON  INVESTMENTS 

Gentlemen  of  the  Convention:  The  Committee  on  Investments  waa 
an  outgrowth  of  a  committee  appointed  by  the  executive  committee  at 
the  Chicago  convention  to  co-operate  with  a  similar  committee  of  the 
Investment  Bankers  Association.  Overtures  were  made  to  the  Invest- 
ment Bankers  Association  by  a  representative  of  your  committee  while 
at  the  annual  convention  of  that  association  at  Atlantic  City,  Decem- 
ber, 1918. 

After  consideration  on  the  part  of  the  governing  body  of  the  Invest- 
ment Bankers  Association  they  determined  to  offer  every  courtesy  of 
the  Investment  Bankers  Association  for  the  advice  and  co-operation 
of  any  committee  of  the  Savings  Bank  Section,  but  neglected  to  appoint 
the  committee  we  recommended.  However,  your  committee  continued 
a  study  of  problems  affecting  savings  bank  securities  regardless  of  the 
action  of  the  Investment  Bankers  Association,  and  at  the  spring  meet- 
ing of  the  Executive  Committee  of  the  Savings  Bank  Section  the 
original  committee  was  changed  to  the  Committee  on  Investments 
without  change  of  personnel,  which  now  is  privileged  to  make  this 
report. 

Your  Committee  had  before  it  three  subjects  for  study: 

1.  The  desirability  of  urging  upon  municipalities  the  serial  issu- 
ance of  their  bonds. 

2.  Tlie  railroad  situation.     Tlie  support  of  a  plan  for  the  return 
of  railroads  to  private  ownership. 

3.  Recommendation  of  action  in  the  investment  of  savings  banks 
in  high  grade  foreign  securities. 

The  executive  committee  in  determining  upon  these  activities  ex- 
pressed itself  in  the  following  resolutions: 
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'^Resolved,  That  the  executive  committee  of  the  Savings  Bank 
Section  acting  in  the  interest  of  the  4,500  banks  members  of  the 
section  who  are  owners  of  municipal  securities,  favor  the  issuance 
of  municipal  bonds  on  the  plan  of  serial  payments  in  accordance 
with  the  character  of  the  development  and  the  ability  of  the  com- 
munity to  properly  pay  the  debt. 

"Further  Resolved,  That  there  is  no  intention  of  the  Executive 
Committee  of  the  Savings  Bank  Section  to  urge  state  legislation 
restricting  investment  of  savings  funds  to  municipal  bonds  that 
are  issued  upon  a  serial  basis." 

B 

"Resolvedy  Tliat  the  Executive  Committee  of  the  Savings  Bank 
Section  through  the  Committee  on  Investments  is  committed  to  the 
study  of  the  railroad  sittmtion  and  holds  itself  in  readiness  at  all 
times  to  support  a  plan  for  the  return  of  the  railroads  to  private 
ownership. 

"Further  Resolved,  That  we  are  in  favor  of  such  legislation  by 
Congress  as  will  insure  under  all  conditions  a  fixed  percentage 
return  on  the  investment  in  railroads  through  the  adjustment  of 
rates  as  provided  in  the  so-called  Warfleld  Plan  for  the  return  and 
regulation  of  the  railroads,  which  has  the  full  support  of  that 
most  distinguished  statesman,  the  Honorable  Elihu  Root  as  funda- 
mentally the  most  sound  plan  proposed  and  which  has  been  laid 
before  Congress  by  the  National  Association  of  Owners  of  Railroad 
Securities  representing  an  actual  membership  of  one-half  of  the 
seventeen  billion  dollars  outstanding  securities  of  the  railroads." 

C 

"Resolved,  That  the  Executive  Committee  of  the  Savings  Bank 
Section  favors  investment  by  savings  batiks  in  high-grade  foreign 
securities  in  order  to  further  the  stability  of  international  finance 
and  directs  the  Committee  on  Investments  to  study  the  character 
of  foreign  securities  which  should  be  eligible  for  investment  by 
savings  banks. 

"Further  Resolved,  That  restrictions  be  developed  safeguarding 
the  funds  to  be  invested  in  foreign  obligations,  the  same  to  be 
placed  in  the  form  of  a  bill  eventually  to  be  submitted  to  state 
legislatures  for  their  action. 

^"Further  Resolved,  That,  for  like  reason,  to  furthermore  urge 
upon  the  peojile  of  this  country  the  vital  necessity  of  their  indi- 
vidually purchasing  substantial  amounts  of  such  foreign  securities 
as  may  be  determined  to  be  safe  investments  fcr  savings  insti- 
tutions." 
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Sbbial  Issxte  of  MimiOIPAL  OsUOATIONa 

With  relation  to  the  first  eubject^  the  serial  issuanoe  of  mnnidpal 
obligations,  the  chairman  of  your  committee  requested  of  leading 
inTCstment  dealers  opinions  in  relation  thereto.  We  found  thai 
opinion  was  fairly  general  as  to  the  desirability  of  the  serial  IsauaDoe 
of  municipal  bonds.  Some  leading  municipal  bond  authoritieBy  how- 
ever,  took  an  opposite  viewpoint,  and  expressed  it  thusly: 

From  Harris,  Forbes  ft  Company,  New  York: 

"We  must  recognize  that  a  properly  provided  for  and  administered 
sinking  fund  has  all  the  elements  of  safety  In  good  financing  that  tha 
serial  payment  plan  has,  and  it  has  one  cardinal  virtue  from  tlie 
standpoint  of  the  investor  in  big  amounts  of  bonds  in  that  they  caa 
get  round  amounts  of  one  maturity  and  do  not  have  to  go  through  the 
burdensome  and  unsatisfactory  bookkeeping  which  is  required  for  tka 
amortieation  of  a  serial  issue.  We  hardly  think  that  any  agitatioii 
which  would  force  municipalities  throughout  the  United  States  to  issoa 
only  serial  bonds  would  redound  to  the  benefit  of  the  banks,  whose 
interests  you  are  trying  to  serve,  for  if  the  policy  suggested  were 
adhered  to,  it  would  debar  them  from  investment  in  bonds  of  a  great 
many  of  the  more  important  and  best  financed  communities  in  the 
country.  A  real  service,  we  think,  could  be  done  to  the  savings  banks  if 
as  a  matter  of  policy  they  would  refrain  from  buying  bonds  where  there 
is  any  constitutional  or  statutory  limitation  on  the  power  to  create 
sufficient  revenue  to  meet  interest  and  maturing  principal,  and  also  to 
advocate  the  refusal  to  consider  offerings  of  securities  which  do  not 
truthfully  and  frankly  set  forth  all  of  the  essential  facts  in  connectioB 
therewith.  We  make  this  suggestion  because  there  has  been  a  tendency 
to  dress  up,  in  language  probably  safe  from  a  purely  legal  standpoint, 
offerings  of  securities  which  induce  the  purchase  of  the  bonds  without 
an  understanding  of  all  of  the  important  facts  in  regard  to  the 
security." 

A  large  amount  of  municipal  securities  held  by  savings  banks  are 
•inking  fund  issues.  There  is  no  presumption  that  the  savings  banks 
would  cease  to  invest  in  sinking  fund  municipal  obligations  which  have 
already  been  issued.  The  thought  of  your  committee  was  more  to 
urge  ^at  all  new  issues  of  municipalities  be  placed  upon  the  serial 
payment  basis.  The  investment  dealers'  attitude,  as  already  expressed, 
may  be  Justified  largely  because  of  the  amount  of  sinking  fund  munie- 
ipal  obligations  whidi  are  always  on  the  market  and  available  for 
investment,  and  that  some  of  the  high-grade  municipalities  are  bomd 
to  disregard  the  request  of  investors,  and  thus  there  will  be  a  number 
of  new  issues  upon  the  sinking  fund  basis  in  the  future. 

Biddle  ft  Henry  of  Philadelphia  cast  some  light  upon  the  opposite 
viewpoint: 
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^'Although  it  is  unquestionably  cheaper  for  the  municipality  to  issue 
a  serial  rather  than  a  sinking  fund  thirty-  or  flfty-year  bond,  there 
are  certain  disadvantages  in  the  serial  bonds,  which  although  of  small 
moment  to  the  municipality  issuing  the  same,  have  perhaps  consider- 
able bearing  upon  the  institution  making  the  inyestment  During  the 
past  twelve  years  the  writer  has  had  an  opportunity  of  dealing  in  a 
good  many  million  dollars  of  City  of  Philadelphia  d's,  3^'s,  4*8  and 
4%'s.  Prior  to  1000  the  City  of  Philadelphia  had  been  in  the  habit 
of  issuing  serial  bonds;  since  then  most  of  these  bonds  have  been  paid 
off,  but  there  still  is  and  has  been  during  the  last  twelve  years  a  fair 
amount  outstanding.  The  market  in  these  has  always  been  much 
wider  than  in  the  thirty-year  sinking  fund  bonds,  which  the  city 
started  to  issue  and  has  been  issuing  since  1900.  For  instance,  there 
are  outstanding  at  the  present  time  City  of  Philadelphia  3's,  due 
July  1,  1930,  8H's,  due  July  80,  1034;  a  small  issue  of  3^'s,  due 
January  5,  1037;  and  the  4  per  cent.,  which  mature  from  1037  to  1067. 
There  are  also  three  issues  of  4%  per  cent,  bonds  which  have  beea 
issued  during  1018  and  1910. 

"It  is  a  curious  fact  that  the  serial  issuance  of  3^  per  cent,  bonds 
does  not  and  has  not  the  same  advantage  of  market  that  the  other 
issues  have.  This  is  very  largely  due  to  the  fact  that  there  are  so 
many  maturities  that  the  only  basis  for  calculation  of  price  is  the 
basis  book.  The  ordinary  individual  is  thoroughly  imfamiliar  with  this 
and  largely  bases  his  point  of  view  of  the  value  of  a  bond  at  the  price 
at  which  it  is  selling.  Curiously  enough,  City  of  Philadelphia  4*8, 
which  are  selling  at  the  present  time  at  about  07,  net  for  the 
longer  maturity  only  about  4.16  per  cent.;  while  the  4^%  which  are 
selling  at  about  101%,  net  nearly  4.40  per  cent.  Of  oourse,  the 
objection  to  the  4%'s  in  the  individual  mind  is  the  premium,  but 
the  rate  of  interest  is  more  attractive  than  in  the  case  of  the  4's 
and  he  is  willing  to  pay  a  slight  premium  for  the  same.  A  great 
many  trustees  are  willing  to  buy  municipal  bonds  selling  at  a  premium, 
and  under  the  laws  of  Pennsylvania  the  premium  may  not  be  amortised 
and  gradually  charged  off  to  income. 

"We  ourselves  have  found  that  the  old  serial  bonds  have  always  been 
much  harder  to  sell  than  the  thirty-year  issues.  In  other  words,  in 
1910  it  was  easier  to  sell  3%'s  due  1031,  1932,  and  1034,  than  it  waa 
to  sell  serial  3%'s  maturing  from  1916  to  1928.  People  grew  accus- 
tomed to  the  prices  of  long  time  3H's  of  1031  to  1034  but  could  not 
understand  why  they  had  to  pay  such  high  prices  for  the  shorter  3H's 
maturing  in  a  few  years.  Of  course,  this  gives  a  great  advantage  to 
ilie  marketability  of  the  longer  time  thirty-year  bonds.  To  show  how 
little  difference  basis  makes  in  the  determination  of  the  individual. 
City  of  Philadelphia  4's  maturing  in  1037  sell  at  the  same  price  as 
City  of  Philadelphia  4's  maturing  in  1947,  and  City  of  Philadelphia 
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4*8  maturing  in  1967  do  not  sell  materially  cheaper  than  the  4*8  Belling 
in  1937.  The  difference  between  the  4's  of  1937  and  1967  in  price  is 
about  1  to  1%  per  cent." 

The  middle  Western  opinion  from  Seasongood  &  Mayer  of  Cincinnati, 
Ohio,  is  also  enlightening  in  the  consideration  of  the  desirability  of 
restricting  the  investment  of  savings  banks  to  a  serial  basis  for  the 
issue  of  municipal  securities. 

They  state  that  ''the  policy  of  serial  issuance  in  the  abstract  it 
sound,  and  while  we  do  not  wish  exactly  to  say  that  we  should  oppoie 
any  legislation  to  bring  about  issuance  of  only  serial  bonds,  we  believe 
there  is  another  side  to  the  subject.  If  all  municipalities  were  com- 
pelled to  issue  serial  bonds,  it  would  impose  a  great  hardship  on  many 
growing,  progressive  communities,  as  issuance  of  serial  bonds  involves 
a  rather  substantial  increase  in  the  tax  rate  to  take  care  of  the  serial 
maturities,  and  where  there  is  a  limitation  to  tax  rate,  it  would  seri- 
ously obstruct  and  impede  the  municipality  in  its  administrations! 
affairs,  and  also  in  the  municipal  extensions  and  improvements,  and 
if  you  were  to  adopt  your  plan  of  restriction  to  serial  issuance  and 
ultimately  force  municipalities  to  issuance  of  only  serial  maturities, 
we  believe  it  would  create  widespread  harm  and  impede  progress,  and 
with  conditions  as  they  are  in  this  country  today,  we  think  municipali- 
ties sliould  be  encouraged  to  progress  and  make  necessary  improve- 
ments that  will  offer  every  facility  for  enlargement  and  future  growth. 

**\V€  are  simply  believers  in  a  constitutional  requirement  in  each 
state  of  the  Union,  that  simultaneously  with  issuance  of  municipsl 
bonds  there  should  be  levied  a  tax  suiBcient  in  amount  to  pay  principal 
and  interest  at  maturity;  that  we  do  not  favor  the  continuance  of 
debts  of  long  standing  by  resorting  to  refunding  issues.  We  are  also 
of  the  firm  opinion  that  issuance  of  municipal  bonds  should  be  the- 
oretically sound  in  respect  to  the  life  of  the  bonds  to  cover  the  life  of 
tlie  improvement  which  the  bonds  shall  issue." 

('.  T.  Cusbman,  Manager  of  the  Investment  Department  of  the  New 
York  Life  Insurance  Company,  finds  that  "generally  speaking,  the  serial 
form  is  today  recognized  as  preferable  in  issuing  municipal  bonds  and 
in  a  number  of  other  states  no  other  form  of  bond  is  permitted." 

And  the  opinion  of  Charles  B.  Wood  of  Chicago,  a  prominent  bond 
attorney : 

"Sinking  funds  are  a  myth.  Experience  has  proven  this  to  be  the 
case  and  the  only  remedy  is  to  have  the  bonds  payable  serially,  then 
there  is  no  need  of  a  sinking  fund.  It  seems  to  me  that  the  time 
should  soon  come  when  discriminating  investors  would  not  purchase 
any  bonds  unless  they  were  payable  in  serial  instalments  beginning 
one  year  from  date.  It  is  by  far  the  best  and  soundest  financial  policy 
for  the  issuing  body  to  adopt,  and  the  practice  of  issuing  bonds  in  this 
way  is  on  the  increase  all  the  time.     I  should  say  that  fully  three- 
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fourths  of  the  bonds  issued  in  the  state  of  Illinois  are  payable  serially, 
and  I  take  the  broad  ground  that  every  bond  should  be  so  paid.  In 
many  places  the  laws  will  not  permit  this,  but  in  such  places  the  laws 
should  be  amended." 
Mr.  H.  Sylvester,  Jr.,  of  the  National  City  Company,  thinks  that: 
''In  the  last  analysis  the  financial  condition  of  a  state  or  munio- 
ipality  is  the  only  guide  to  its  strength  or  weakness.  Some  states  and 
eities  are  better  able  to  pay  the  principal  and  interest  on  thirty-  or 
forty-year  long  time  bonds  than  are  others  to  pay  one-  to  thirty-year 
or  one-  to  forty-year  serial  bonds." 

Sebial  Plan  Pbefebable  to  Sinking  Fund  Plan 

From  the  point  of  view  of  the  inyestor  in  some  respects  a  sinking 
fund  bond  is  more  convenient  than  one  upon  the  serial  basis.  But 
your  committee  believes  that  the  soundness  of  a  serial  issuance  policy 
more  than  offsets  inconvenience  to  the  municipality  or  lack  of  sales 
effectiveness  to  the  investor  who  may  not  understand  serial  issues.  It 
may  be  observed  from  an  examination  of  recent  issues  of  municipal 
securities  that  an  offering  of  a  sinking  fund  bond  is  an  exception  to 
the  general  rule.  The  state,  county,  or  city,  obligation  will  continue 
to  be  most  attractive  for  some  time.  Thus,  the  primary  interest  which 
the  savings  bank  investor  has  in  investment  in  such  obligation,  is  to 
increase  its  soundness  in  every  possible  degree.  The  requirements  of  a 
public  nature  are  bound  to  be  very  great  for  some  time  to  come.  This 
clearly  is  manifested  by  the  recently  announced  billion  dollar  program 
of  the  cities  of  the  United  States  with  the  program  of  road  building, 
added  educational  facilities,  greater  sanitation,  etc.  Large  amounts 
must  be  made  available. 

Whether  the  taxing  power  of  the  states  or  municipalities  can  with- 
stand the  strain  of  the  proper  repayment  of  these  issues  may  be 
questioned.  Nevertheless,  if  these  improvements  are  to  be  made,  and 
thus  the  huge  funds  expended,  consideration  of  adequate  repayment 
is  imperative.  There  is  no  doubt  but  that  the  proposed  improvements 
which  call  for  the  issuance  of  public  bonds  are  highly  desirable,  but,  on 
the  other  hand,  it  is  advisable  that  institutions  with  money  to  invest 
adopt  the  most  conservative  policy  in  respect  to  the  securities  in  which 
it  is  their  intention  to  invest  future  fimds,  even  though  their  present 
holdings  may  be  prior  liens,  and  that  any  further  issues  would  not 
jeopardize  the  underlying  securities. 

Taxing  Power  Is  Not  Unlimited 

It  eenms  to  be  the  presumption  of  a  number  of  public  officials  that 
the  taxing  power  of  the  community  is  unlimited,  and  therefore  there 
is  no  hesitance  in  finding  ways  and  means  for  increasing  the  debt  of 
the  community.    This  obviously  is  a  wrong  attitude,  particularly  when 
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national,  state  and  local  needs  haye  increased  tremendously  within  the 
past  few  years  and  will  require  a  continued  strain  on  the  wealth  and 
income  of  every  community.  For  example,  with  Federal  aid  for  road 
building,  states,  counties  and  municipalities  are  rushing  headlong  into 
securing  a  portion  of  such  funds,  apparently  without  considering 
whether  the  community  at  the  time  can  withstand  increased  debt. 
Hence,  if  it  is  impossible  to  finance  the  enterprise  of  a  community  on 
an  amortized  long  term  basis,  possibly  from  fifteen  to  forty  years,  de- 
pending upon  the  life  of  the  improvement,  your  committee  believes 
that  the  commimity  should  not  add  to  ite  financial  obligations.  While 
it  may  be  recognized  that  in  some  communities  such  finance  is  imprac- 
ticable, nevertheless,  as  a  general  policy  it  is  our  belief  that  the  serial 
issuance  of  municipal  bonds  is  sound  of  doctrine  and  is  essential.  Of 
course,  there  are  circumstances  and  conditions  surrounding  each  bor- 
rowing community  whereby  no  general  principle  can  be  applied.  Such 
elements  must  always  be  considered  by  the  financier. 

We  do  not  desire  to  pass  any  summary  judgment  upon  the  method  of 
lending  the  funds,  but  we  believe  that  generally  serial  issuance,  rather 
than  sinking  fund  issuance,  is  more  desirable  to  apply  to  public  bonds. 

Fob  the  SxABiUTr  <w  Railboad  Bonds 

There  has  been  no  economic  question  more  discussed  than  the  rail- 
road situation.  Naturally,  savings  bank  investors  are  desirous  of 
maintaining  the  stability  of  the  securities  they  now  hold.  There  are 
very  few  railroad  stodcs  held  by  savings  banks,  the  bulk  of  their  rail- 
road investments  is  composed  of  the  highest  grade  first  mortgage  bonds, 
which  would  be  protected  imder  any  plan  excepting,  perhaps,  sudi  a 
plan  as  that  proposed  by  Glenn  Plumb,  general  counsel  for  the  railway 
brotherhoods,  which  would  nationalize  and  sovietize  the  railroads. 
Under  the  conditions  of  the  Plumb  plan  no  one  can  foretell  Its  effect  on 
invested  capital.  The  resolution  adopted  by  the  executive  eommittee 
of  the  Savings  Bank  Section  at  its  spring  meeting  approved  funda- 
mentally the  plan  proposed  by  the  National  Association  of  Owners  of 
Railroad  Securities.  This  plan  would  permit  the  present  restrietioiis 
on  the  investment  in  railway  securities  by  savings  banks  to  continue 
without  change. 

The  Savings  Banks  Association  of  the  State  of  New  Yoik  industri- 
ously has  pursued  a  course  of  protecting  the  intereste  of  mutual  sav- 
ings banks  which  hold  the  larger  share  of  railroad  securities,  llieir 
representatives  have  attended  hearings  at  Washington  and  the  Assoei- 
ation  has  given  publicity  to  the  plan  which  your  committee  has  been 
engaged  in  supporting.  Their  influence  has  been  effective.  As  Presi- 
dent Beach  of  the  New  York  Association  stated  at  a  hearing  August  16, 
1019,  before  the  Committee  on  Interstate  and  Foreign  Commerce  of  the 
House  of  Representatives,  Washington. 
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"The  only  idea  in  the  minds  of  many  people  regarding  railroad  secnri- 
ties  is  that  they  are  mainly  owned  and  held  by  the  very  wealthy^  They 
do  not  stop  to  consider  the  fact  that  the  major  portion  of  the  liquid 
wealth  of  the  nation  consists  of  the  small  accumulations  of  the  many 
rather  than  of  the  larger  holdings  of  the  few. 

''The  Savings  Banks  Association  of  the  State  of  New  York,  of  whidi 
I  haye  the  honor  to  be  the  president,  comprises  in  its  membership  139 
of  the  141  mutual  sayings  banks  in  the  state.  These  mutual  savings 
banks  haye  no  stockholders  and  no  stock.  The  trustees  receive  no  pay 
for  their  services  and  every  dollar  the  savings  banks  earn,  beyond  the 
actual  cost  of  doing  business,  belongs  to  the  depositors.  It  is  needless 
to  say  these  banks  are  popular  with  the  people,  for  over  one-third  of 
the  entire  population  of  New  York  State,  counting  every  man,  woman 
and  child,  are  depositors  in  mutual  savings  banks.  To  be  exact,  there 
are  over  3,500,000  depositors  who  have  to  their  aggregate  credit  the 
enormous  sum  of  over  $2,000,000,000. 

"There  are  similar  mutual  savings  banks  in  fourteen  other  states, 
the  total  number  being  616,  which  own  approximately  $850,000,000  of 
railroad  securities.  These  securities  belong  to  over  9,000,000  people, 
who  are  depositors  in  the  widely  scattered  mutual  savings  banks  of  the 
nation. 

"Savinga  banks  are  required  by  law  to  invest  money  of  their  de- 
positors as  speedily  as  possible  in  certain  safe  and  specifically  desig- 
nated higb-elass  securities  and  among  them  of  necessity  are  those 
issued  by  the  railroads. 

"Besidea  the  savings  bank  depositors  there  are  33,000,000  citizens 
holding  life  insurance  policies;  and  railroad  securities  form  a  large 
block  in  the  investments  of  the  companies  by  which  these  policies  are 
issued.  In  addition  to  these  are  millions  of  small  depositors  in  trust 
companies,  national  banks  and  state  banks;  also  hundreds  of  univer- 
sities, thousands  of  trust  estates  and  individual  investors,  so  that  in 
all  50,000,000  people,  a  full  half  of  all  the  people  in  the  nation,  com- 
prising mainly  the  middle  class — ^made  up  of  business  men,  mechanics, 
clerks,  laborers,  the  widow  and  the  orphan — are  vitally  interested  in 
having  the  railroads  returned  to  private  ownership  under  such  terms 
and  conditions  as  will  render  present  outstanding  bonds  desirable  to 
retain  and  future  issues  attractive  as  an  investment. 

"I  am  before  you  today  to  advocate  the  plan  which,  after  exhaustive 
research  and  careful  thought  and  deliberation,  has  been  formulated  by 
the  National  Association  of  Owners  of  Railroad  Securities.  This  plan 
was  incorporated  in  a  bill  and  introduced  near  the  close  of  the  last 
Mssion  of  Congress,  and  is  to  be  reintroduced  at  ^e  present  session. 

'To  describe  this  plan  in  the  briefest  possible  manner — ^for  without 
doubt  its  text  is  familiar  to  you  all — it  provides  that  Congress  shall, 
by  speeiUfi  aet,  provide  that  such  rates  lor  freight  and  passengers  shall 
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be  established  as  will  produce  a  return  of  not  less  than  6  per  cent 
apon  the  combined  property  investment  accounts  of  the  roads  in  eadi 
of  the  three  classification  territories. 

"While  this  average  return  of  6  per  cent,  would  not  enable  the  roads 
traversing  a  sparsely  settled  district  to  earn  quite  the  average  it  would 
enable  the  roads  operating  through  a  thickly  settled,  rich  territory  to 
earn  much  more  than  6  per  cent,  and  would  therefore  at  first  thought 
appear  to  be  inequitable;  but  to  cover  this  point  the  proposed  plan 
contains  the  entirely  original  and  easily  workable  suggestion  that  all 
money  which  a  railroad  earns,  in  excess  of  G  per  cent.,  shall  be  divided 
into  three  equal  parts.  One-third  is  to  be  retained  by  the  road  that 
earns  it.  One-third  is  to  go  to  labor — ^the  employees  of  the  railroad— 
and  the  remaining  third  is  to  be  devoted  to  such  use  as  will  be  of 
benefit  to  the  traveling  public  and  the  shippers. 

"The  vital  point  of  this  proposed  measure  is  that  if  those  roads 
having  the  average  efficiency  can  be  assured  of  a  return  of  6  per  cent 
by  Act  of  Congress,  it  will  settle  and  take  out  of  the  hands  of  the 
Interstate  Commerce  Commission  the  much  vexed  question  of  'What 
is  a  r€€t8onahle  retumf* 

"Ex-Senator  Elihu  Root,  whose  keen  analytical  mind  clarifies  and 
illumines  every  problem  to  the  study  of  which  it  is  turned,  said,  in  a 
letter  addressed  to  Mr.  Warfield,  toudiing  the  plan,  'I  think  you  have 
put  your  hook  into  the  key  log  of  the  jam.' 

"No  more  terse  or  more  effective  description  of  the  conditions  which 
prevail  could  be  expressed  than  is  contained  in  these  words  of  Mr. 
Root.  We  all  know  there  is  a  jam.  Every  business  man  in  the  nation 
knows  that  government  ownership  or  government  operation  of  rail- 
roads can  never  be  made  either  economical  or  efficient  and,  in  a  republic 
to  the  continued  existence  of  which  political  parties  are  necessary,  the 
making  a  political  asset  of  the  vast  number  of  railroad  employees 
which  our  great  transportation  system  requires  would  be  a  constant 
and  grave  menace  to  good  government. 

"It  is  our  firm  conviction  that  the  railroads  can  not  avoid  destruction 
and  eventual  government  absorption  imless  they  are  assured  of  a  return 
of  not  less  than  6  per  cent.,  'through  exercise  by  Congress  of  its  duty  to 
stop,  by  Act,  the  knife  of  regulation  short  of  the  heart  of  the  trans- 
portation system  of  the  United  States.' 

"It  is  a  natural  question  to  ask,  not  being  a  practical  railroad  man, 
'Why  am  I  here?' 

"That  question  is  easily  answered.  I  am  here  because  I  directly 
represent  trust  funds  to  the  amount  of  two  billions  of  dollars.  And 
when  I  say  trust  funds'  I  mean  just  that  in  every  sense  of  the  words. 
So  carefully  has  the  Legislature  of  the  State  of  New  York  safeguarded 
and  hedged  about  the  investment  of  the  money  deposited  in  saving* 
banks  by  carefully  worded  resfoictive  laws,  that  these  laws  haTe  be- 
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come  the  mark  and  model  which  other  states  are  fast  adopting  as  their 
own.  By  these  laws  a  railroad,  in  order  to  have  its  bonds  become  legal 
for  savings  banks  to  hold,  must  be  efficiently  operated.  It  must  have  a 
specific  earning  capacity,  demonstrated  by  the  amount  of  dividends 
regularly  declared  over  a  fixed  period  of  years.  In  other  words,  a  sav- 
ings bank  can  not  buy  a  railroad  bond  unless  that  bond  is  rendered 
as  safe  and  secure  and  as  certain  of  being  paid  in  full  at  maturity,  as 
human  experience  can  determine. 

"But  nothing  in  human  experience  affords  a  precedent  for  such 
operation  of  railroads,  in  this  or  any  other  country,  as  the  past  two 
years  have  witnessed.  Operating  costs  have  mounted  so  far  out  of  pro- 
portion to  receipts  that  the  bonds  of  at  least  eight  or  nine  railroads, 
which  were  eligible  before  the  war  started,  are  in  a  fair  way  to  become 
illegal  for  savings  banks  to  hold. 

"It  is  easy  to  ask  'Why  can  not  these  laws  be  made  more  liberal  to 
conform  to  new  conditions?'  But  the  fact  is  we  do  not  want  these  laws 
changed.  We  have  no  need  to  attempt  to  camoufiage  our  positiom 
What  we  do  want  is  to  have  such  legislation  enacted  as  will  bring  the 
railroad  securities  up  to  the  requWemenU  of  the  law;  so  that  instead 
of  being  forced  to  sell  the  bonds  we  now  hold  and  thereby  still  further 
deflecting  an  already  depressed  market  we  may  feel  warranted  and 
justified  in  adding  to  our  holdings  by  investing  in  new  issues  of  rail- 
road bonds  as  much  of  the  two  billions  of  deposits  entrusted  to  onr 
care  as  we  are  permitted  to  do  l^  the  laws  which  govern  our  invest- 

Our  part  is  simply  to  wait  for  further  developments  and  trust  the 
railroad  question  will  be  solved  to  the  best  interests  of  the  public,  the 
investors,  the  carriers,  and  the  shippers.  High-grade  railroad  issues 
naturally  are  at  their  low  ebb  of  market  value  and  it  may  be  assumed 
that  when  the  railroad  muddle  is  straightened  out  these  values  will 
return  to  what  they  approximately  were  before  the  war. 

As  TO  High-Qbaob  Foreion  Sboubitiks 

In  the  recommendation  of  action  in  investment  by  savings  banks  in 
high-grade  foreign  securities  your  committee  has  awaited  further 
developments  in  and  demands  for  the  study  of  such  recommendations. 
During  the  past  year  Ck>nnecticut  has  amended  its  investment  law 
permitting  savings  banks  to  invest  in  certain  high-grade  foreign  secu- 
rities, sudi  as  interest  obligations  of  the  Republic  of  France,  and  bonds 
of  the  Dominion  of  Canada,  including  the  provinces  thereof,  as  well  as 
bonds  of  the  Kingdom  of  Great  Britain  and  Ireland.  Ohio  amended  its 
laws  as  to  such  investments  very  loosely  and  without  adequate  restric- 
tions. 

It  may  be  well  for  the  committee  during  the  ensuing  year  to  develop 
the  proper  restrictions  on  investment  by  savings  banks  in  foreign  obli- 
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gations.  It  8eein«  highly  important  that  the  sarings  banks  of  tht 
•ountry  absorb  as  large  a  quantity  of  sound  foreign  obligations  «i 
eonserratism  will  permit,  and  it  is  advisable  for  the  Sayings  Bank 
Section  to  take  the  initiative  in  the  matter. 

Respectfully  submitted, 
Fbkdbbio  B.  Washburn,  Chairman, 

I^esident,  Franklin  Savings  Bank,  Boston,  Mass. 
Mybon  T.  Hebriok, 

President,  Society  for  Savings  in  the  City  of  Cleveland,  Cleveland,  0. 
John  J.  Pullbtn, 

President,  Emigrant  Industrial  Savings  Bank,  New  York  City. 
Milton  Hakbibon,  Secretary. 

Following  a  round  table  discussion  on  thrift  campaigns, 
segregation  of  savings  reserves,  investment  in  foreign  securities, 
Federal  reserve  membership,  and  other  subjects,  the  conference 
adjourned. 

SAVINGS  BANK  SECTION 

EIGHTEENTH  ANNUAL  MEETING 

Tuesday,  September  30,  1919 

The  meeting  was  called  to  order  by  the  President,  Mr.  Victor 
A.  Lersner,  presiding,  at  2  p.  m. 

Pbesident  Lersner:  The  first  order  of  business  will  be  the 
report  of  the  Secretary  and  the  committees.  These  reports 
have  been  printed  and  distributed. 

On  motion  duly  made  and  seconded  it  was  decided  to  dispense 
with  the  reading  of  the  reports.  (The  reports  are  printed  at 
the  end  of  the  Section's  proceedings). 

Presidbnt  Lersner:  It  now  becomes  necessary  for  the 
Chairman  to  appoint  a  Nominating  Committee  and  a  Committee 
on  Resolutions  which  compose  the  Convention  Committees. 

With  your  consent  I  will  ask  Mr.  Joseph  R.  Noel  to  act  as 
Chairman  of  the  Nominating  Committee  with  associates  James 
Dinkins  and  Ernest  K.  Satterlee.  For  the  Committee  on  Reso- 
lutions, Messrs.  Raymond  R.  Frazier,  Chairman,  A.  Koppel  and 
P.  J.  Slach. 

We  now  go  immediately  into  the  question  of  those  subjects 
that  concern  themselves  with  the  practical  part  of  this  meeting. 
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It  did  seem  as  though^  in  view  of  the  wonderful  work  that  has 
been  done  by  onr  Committee  on  Investments  imder  the  chair- 
manship of  Mr.  Washburn^  that  it  was  no  more  than  fitting 
that  some  discussion  be  had  on  that  very  serious  and  important 
question.  That  involves  the  subject  of  municipal  securities  and 
m  searching  over  the  country  for  somebody  who  could  speak 
to  us  with  authority  on  it  we  were  lucky  enough  to  have  Mr. 
Howard  P.  Beebe  of  Harris,  Forbes  and  Company,  agree  to 
come  out  here  and  talk  on  this  question.     (Applause). 

MUNICIPAL  CREDIT  AND  ITS  NEW  ASPECTS 
HowABD  F.  Beebb 

Ai  nearly  eyeryone  oonsciouBly  or  unconsciously  measures  new  de- 
relopments  l^  establishing  conditions  or  standards,  I  can  think  of 
no  better  way  to  approach  consideration  of  the  subject  in  hand  than 
to  draw  into  comparison  present  conditions  and  tendencies  with  those 
of  previous  periods.  Because  of  the  many  ramifications,  particularly 
because  of  the  great  variation  in  the  laws  of  the  various  states  govern- 
ing the  creation  of  the  public  debt»  there  has  been  much  divergence 
of  opinion  as  to  whether  or  not  any  standard  can  be  set  up  which 
could  even  approximately  gauge  the  safety  of  municipal  bonds,  under 
which  heading  we  wiU  place  obligations  of  states,  counties  and  other 
political  subdivisions  which  are,  from  a  technical  standpoint,  not 
municipalities.  We  see  evidence  of  attempts  to  do  so  in  the  various 
savings  bank  acts  of  the  New  England  states  and  of  New  York  and 
New  Jersey  where  a  ^stem  of  purely  mutual  savings  banks  has  been 
in  existence.  A  careful  study  of  these  acts  will  show,  as  most  of 
us  have  appreciated,  that  they  have  been  drawn  with  an  idea  of  giving 
sufficient  scope  to  the  fiduciary  institutions  operating  thereunder  to 
invest  their  money  and  that  the  lines  have  been  drawn  in  practically 
every  case  well  inside  of  what  everyone  would  at  once  recognize  as 
the  safety  point. 

Some  two  decades  or  more  ago  the  theory  was  prevalent  that  a 
debt  of  a  municipality  which  exceeded  from  five  to  seven  per  cent, 
of  the  assessed  valuations  for  taxation  in  the  conununity  (or  a  county 
which  exceeded  three  or  four  per  cent,  of  the  taxable  values)  had 
passed  beyond  the  conservative  line.  Very  little  consideration  was 
given  as  to  how  the  money  had  been  spent,  as  to  whether  it  waa 
anticipating  future  needs  and  really  in  the  nature  of  economy,  every- 
thing considered,  whether  the  municipality  had  realizable  assets  of 
a  sufficient  amount  to  offset  its  relatively  large  outstanding  indebted- 


Digiti 


zed  by  Google 


S14  EIGHTEENTH  ANNUAL  MEETING 

ness,  and  other  factors  which  had  a  pertinent  bearing  on  it«  actual 
financial  position. 

Recognition   of  Self-Sustainino   Improvements 

As  might  be  supposed,  the  first  adjustment  to  correct  this  practice 
came  through  a  recognition  of  the  problems  which  a  municipality 
faced  in  providing  pure  and  ample  water  for  the  inhabitants,  and 
there  was  written  into  the  various  savings  bank  acts  an  exclusion 
of  this  type  of  debt  in  prescribing  limits  of  indebtedness  beyond  which 
a  municipality  should  not  go  if  its  obligations  were  to  remain  eligible 
for  the  investment  of  the  various  funds  under  control.  No  considera- 
tion was  given  in  the  various  acts  of  whether  or  not  the  assessable 
ratio  to  actual  value  was  20  per  cent.,  as  it  was  under  constitutiontl 
and  statutory  provisions  in  some  of  the  states,  or  whether  it  reached 
from  60  to  70  per  cent,  as  was  the  estimated  ratio  in  the  older 
established  Eastern  municipalities;  nor  did  the  proportion  of  property 
represented  by  real  estate — a  fixed  value,  as  compared  with  illnsive 
intangible  personal  property — ^receive  attention.  As  a  matter  of  fact, 
the  limits  had  been  placed  at  such  obviously  conservative  points  that 
it  did  not  make  very  much  difference,  as  affecting  the  surety  of  collect- 
ing the  debt  when  it  was  due,  what  the  money  had  been  spent  for 
or  what  the  general  policies  of  the  officials  were. 

In  allowing  for  the  subtraction  of  water  works  indebtedness  in  ar- 
riving at  "Net  Debt,"  the  framers  of  the  various  acts  recognized,  in 
principle,  the  non-inclusion  of  such  debt  as  is  self-sustaining,  i.  e. 
through  its  operation  produces  a  revenue  sufficient  to  pay  operating 
expenses  and  the  cost  of  the  money  used  in  the  purchase  or  constme- 
tion  of  the  works.  If  this  principle  is  sound,  and  there  is  no  reason 
to  question  that  it  is,  within  reasonable  limits,  it  is  important  to 
consider  it  in  relation  to  developments  of  recent  years,  for  where 
practically  the  only  type  of  public  utility  owned  and  operated  by  a 
municipality  twenty-five  years  ago  was  its  water  works  system,  many 
municipalities  have  since  that  time  constructed  and  operated  electrie 
light  plants  which  are  a  logical  development  of  the  water  works  boai- 
ness,  particularly  in  the  smaller  towns;  public  docks  and  in  a  small 
number  of  cases  gas  plants,  markets,  etc.,  which  are  operated  on  at 
least  a  self-sustaining  basis.  Is  it,  therefore,  not  proper  to  consider 
indebtedness  contracted  and  outstanding  in  connection  with  the  con- 
struction or  purchase  of  such  properties,  as  properly  deductible  along 
with  water  works  debt,  in  order  to  get  a  more  accurate  understand- 
ing of  the  debt  for  which  the  taxable  property  of  a  community  must 
pay? 

Street  Railway  Problem  from  the  Municipal  Standpoch' 

The  war  has  made  the  labor  situation  so  acute  and  has  so  sharply 
advanced,  temporarily   if   not   permanently,   the   cost   of   labor  as  to 
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have  made  the  problem  of  street  railway  transportation  one  of  the 
most  important  which  the  various  communities  have  to  face,  and 
solve  in  the  immediate  future;  and  if,  as  some  predict,  and  advocate, 
transportation  should  be  afforded  to  the  citizens  of  a  community  at  a 
5  cent  rate,  and  any  excess  in  the  cost  of  furnishing  such  service 
at  that  price  should  be  made  up  by  the  community  as  a  whole  through 
taxation,  we  have  arrived  at  one  of  the  most  important  developments 
in  municipal  financing  which  has*  occurred  in  the  history  of  this  country. 
If,  on  the  other  hand,  it  should  develop  that  the  street  railways  are 
to  be  municipally  owned  and  operated  and  a  charge  for  service  made 
according  to  the  cost  of  furnishing  it,  then  the  problem  is  considerably 
modified,  but  is  still  a  most  important  consideration.  By  far  the 
large  majority  of  those  people  who  are  in  a  position  to  speak  under- 
standingly,  and  who  have  given  voice  to  their  opinion,  have  stated 
that  the  municipal  operation  of  public  utilities  is  not  feasible.  We 
are  all  well  acquainted  with  the-  reasons  which  have  been  advanced, 
and  there  is  no  doubt  that  in  a  very  large  majority  of  cases  operation 
under  the  control  of  mimicipal  officials  has  been  extravagant  and  gen- 
erally short-sighted,  and  this  has  been  particularly  true  of  that  type 
of  utility  which  required  the  employment  of  a  large  number  of  persons, 
for  not  only  have  more  persons  been  employed  than  a  private  cor- 
poration finds  necessary  under  similar  conditions,  but  the  personnel, 
from  the  standpoint  of  efficiency,  has  been  low.  Whether  a  municipally 
owned  and  privately  operated  public  utility  would  work  out  to  the 
advantage  of  the  citizens  is  a  question  on  which  there  is  much  more 
divergence  of  opinion;  but  the  inharmony  which  has  grown  out  of 
the  relations  between  private  operators  under  public  ownership  up  to 
the  present  time,  indicates  that  the  contracts  entered  into  have  been 
lacking  in  flexibility  to  meet  changing  conditions,  and  Bomething 
radically  different  will  have  to  be  devised. 

The  change  in  the  constitution  of  the  state  of  New  York  which 
permitted  the  city  of  New  York  to  issue  indebtedness  for  self-sustain- 
ing improvements,  and  which  was  to  provide  for  the  securing  of  suffi- 
cient funds  to  construct  the  Interborough  subway  system,  is  an  indica- 
tion  of  what  we  may  expect  from  various  other  states  if  the  tendency 
is  represented  by  self-sustaining  properties,  is  in  a  very  sound  position; 
It  is  apparent  that  a  municipality  with* a  gross  indebtedness  in  pro- 
portion to  taxable  values  of  10  per  cent.,  one-half  of  which  debt 
18  represented  by  self-sustaining  properties,  is  in  a  very  sound  position; 
for  even  though  a  substantial  portion  or  all  of  such  properties,  through 
changing  conditions,  should  no  longer  bring  in  sufficient  revenue  to  be 
termed  self-sustaining,  an  amount  sufficient  to  cover  the  additional  in- 
debtedness could  be  raised  through  taxation  without  any  great  burden 
on  the  tax-payers.  If,  however,  a  mxinicipality  is  to  contract  an  in- 
debtedness of  25  per  cent,  or  even  50  per  cent.,  which  might    easily 
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eome  to  pass  under  oonditions  which  we  oonld  all  imagine,  and  all 
of  that  indebtedness  except  6  per  cent,  was  for  self-sustaining  proper* 
ties,  what  assurances  have  we  that  changing  conditions,  mismanage- 
ment, poor  business  judgment,  etc,  might  not  throw  an  enormoui 
burden  back  upon  the  property  holder  in  the  form  of  taxes? 

It  is  in  anticipation  of  such  conditions  that  a  representatire  body, 
such  as  this,  should  continue  to  give  careful  thought  to  the  subject 
and  voice  their  well  considered  opinion  to  legislators  and  public  offidsli 
generally  with  whom  they  come  in  contact.  The  fact  that  there  sie 
existing  constitutional  or  legislative  provisions  which  would  seem 
to  keep  the  public  debt  within  very  modest  bounds  is  no  assurance 
that  under  stress  of  public  clamor  changes  may  not  be  made  despite 
the  protest  of  the  more  conservative  citizens,  which  would  open  the 
door  to  actions  that  would  be  regretted  afterwards. 

Quasi  MuiaciPAL  Debt  and  Its  Effect  on  Cbsdit 

Another  tendency  which  needs  to  have  careful  consideration  is  that 
shown  in  a  number  of  communities,  to  take  on  what  may  be  tamed 
for  want  of  a  better  name  "contingent"  liabilities.  Certain  cities  in 
the  northwest,  not  having  leeway  under  constitutional  and  statutory 
limitations  on  their  power  to  create  indebtedness,  have  in  recent  years 
contracted  indebtedness,  payable  solely  out  of  earnings  of  the  proper- 
ties with  which  to  extend  those  properties.  Such  indebtedness  has 
been  placed  throughout  the  country  and  in  many  cases  has  been  pur- 
chased by  investors  who  do  not  clearly  understand  the  fundamental 
difference  between  that  type  of  security  and  a  municipal  bond  payable 
from  taxes  upon  all  the  taxable  property  within  the  community.  Hie 
result  has  been  to  somewhat  lower  the  credit  of  the  various  cities 
because  of  the  more  liberal  terms  upon  which  the  "special"  debt  has 
been  marketed.  A  leading  city  of  the  South  has  outstanding  certain 
bonds  of  the  Belt  Line  Railway  which  are  imder  certain  remtote  oon- 
ditions to  be  paid  out  of  taxes,  while  a  southern  state  has  issued 
large  amounts  of  bonds  for  which  they  have  limited  their  liability 
to  tlie  earnings  of  the  property  for  which  the  indebtedness  was  created. 
While  no  one  in  a  responsible  position  in  a  banking  institution, 
accepting  savings  deposits,  is  likely  to  buy  this  class  of  security  under 
any  misapprehension,  such  securities  in  ^very  case  become  confused 
in  the  public  mind  with  the  outstanding  obligations  of  the  usual  type, 
and  tend  to  some  extent  to  lower  the  credit  position  of  the  issuing 
body,  and  to  that  extent  at  least  the  custodian  of  savings  money  is 
interested  in  this  type  of  financing. 

Why  Municipalities  Must  Conbideb  the  Railboad  "Pbobiau 

The  railroad  problem  is  one  which  has  had  the  thought  of  every 
serious-minded  business  man  for  some  years  past  and  if  the  railroads 
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are  to  be  doielj  limited  in  the  amount  of  revenue  which  they  are 
to  be  allowed  to  earn,  there  la  a  serioue  question  as  to  how  ample 
terminal  facilities  will  be  provided  in  the  future.  There  eeeme  to  be 
a  generally  accepted  belief  that  up  to  the  present  time  the  problem 
has  been  to  oover  the  oountiy  with  sufficient  lines  to  meet  the  needs 
of  the  various  territories,  and  that  the  future  will  see  a  constantly 
increasing  density  of  traffic  over  those  lines.  Whenever  we  have 
had  extraordinarily  heavy  freight  traffic  on  the  railroads  we  have 
at  once  been  impressed  with  the  lack  of  terminal  facilities,  and 
this  being  the  case,  how  much  more  acute  will  these  conditions  be 
as  time  goes  on.  The  thought  has  been  offered  to  me  by  a  man  who 
hU  spent  the  greater  part  of  his  life  as  an  engineer  on  railroad 
and  steamship  terminal  properties,  that  in  a  comparatively  short 
space  of  years  these  facilities  are  going  to  be  wholly  inadequate  for 
even  normal  traffic  conditions  and  that  the  expense  entailed  in  delays, 
labor,  etc.,  in  '^freight  jams'*  is  going  to  be  enormous.  In  his  opinion 
one  of  the  most  unfortunate  conditions  which  is  growing  out  of  the 
present  railroad  problem  is  that  the  acquisition  of  additional  railroad 
terminal  facilities  is  being  delayed.  He  offers  the  further  suggestion 
that  in  his  opinion  this  situation  will  become  so  acute  that  the  muni- 
cipalities will  themselves  recognize  it  and  will  have  to  meet  the  condi- 
tion  by  installing  improvements  of  this  type. 

All  of  the  for^poing  is  leading  up  to  the  statement  that  if  such 
is  the  case  we  have  in  the  more  or  less  inunediate  future  another 
problem  for  the  municipalities  to  face,  which  will  require  the  expendi- 
tore  of  large  sums,  although  it  is  to  be  supposed  that  such  properties 
would  come  under  the  head  of  "self-sustaining." 

Co-EZmCSIVS   AlfD   OviBLAPFIirO   DiSTBiors 

Again  referring  to  the  days  when  a  comparatively  small  amount 
of  gross  indebtedness  was  regarded  as  necessary  to  insure  the  best  of 
credit  to  the  municipality,  would  say  that  little  or  no  oonsideraticm 
was  given  to  districts  co-extensive  with  or  overlapping  a  given  area, 
far  the  reason  that  such  indebtedness,  where  it  existed,  was  almost 
negligible  in  amount.  However,  with  the  tendency  to  spend  largely 
increased  amounts  of  money  on  educational  facilities,  and  to  create 
separate  districts  to  accomplish  some  special  ^rps  of  public  work 
these  items  have  mounted  until  they  become  a  serious  consideration. 
Some  of  the  savings  bank  acts  have  recognized  this  fact  by  requiring 
that  the  indebtedness  of  all  type,  for  which  the  assessed  property  is 
snbject  to  a  general  tax,  shall  be  used  in  determining  the  eligibility 
of  the  inTestment  for  funds  under  control. 

The  ICiinieipal  Ck^mmittee  of  the  Investment  Bankers  Association 
of  America,  of  which  I  had  the  honor  to  be  Chairman  for  several 
years,  has  several  times  given  serious  consideration  to  a  standard  form 
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of  financial  statement  which  would  display  the  indebtedness  of  the 
various  districts  along  with  the  usual  statement  of  the  city  itself, 
but  nothing  of  a  practicable  nature  could  be  worked  out.  One  of  the 
difficulties  was  to  have  statements  made  up  as  of  any  given  date  by 
the  various  district  officials,  for  frequently  the  fiscal  periods  vary. 
With  the  advent  of  road  building  on  an  extensive  scale,  county  indebted- 
ness has  increased  to  such  an  extent  that  frequently  property  in 
a  city  which  lies  within  the  county  is  called  upon  to  bear  considerable 
tax  to  meet  the  county  indebtedness.  It  therefore  follows  that  this 
item  is  one  which  needs  consideration  in  arriving  at  a  proper  under- 
standing of  the  whole  problem.  While  special  ajssessment  debt — i.  e. 
indebtedness  for  which  the  city  at  large  is  not  liable — is  not  a  part 
of  the  indebtedness  of  the  municipality  there  is  no  question  that  where 
large  amounts  of  such  bonds  are  outstanding  they  have  an  effect  upon 
the  ability  of  the  community  to  promptly  collect  general  taxes.  How- 
ever, there  seems  to  be  no  practical  way  to  give  more  than  very  general 
consideration   to   such   items. 

Realizable  Assets 

In  giving  a  careful  analysis  to  situations  in  the  various  communities 
throughout  the  country,  I  have  from  time  to  time  been  impressed  with 
the  fact  that  realizable  assets — i.  e.  water  works,  lands,  buildings,  etc, 
of  what  might  be  termed  a  salable  nature  as  contrasted  with  street 
improvements — are  worthy  of  consideration  in  determining  the  financial 
position  of  a  community.  This  is  probably  more  noticeable  in  com- 
paratively small  communities  than  it  is  in  the  larger  ones,  for  the 
ownership  of  such  lands  and  buildings  and  similar  properties  as 
are  necessary  for  the  conduct  of  the  commimity's  affairs  permits  of 
material  reductions  in  the  annual  budget  as  compared  with  those 
communities  which  do  not  own  such  properties.  I  have,  therefore, 
advocated,  where  such  information  is  available,  that  it  be  given  along 
with  the  other  facts.  In  an  older  settled  community,  it  is  also  a  "rule 
of  thumb"  by  which  to  judge  whether  in  the  past  monies  have  been 
well  and  judiciously  spent  or  not,  and  it  is  often  the  explanation  as 
to  why  the  municipality  has  what  at  first  sight  appears  to  be  an 
indebtedness  larger  than  normal. 

Road  Impbovements 

The  day  has  gone  by  when  anyone  who  has  given  more  than  a  casual 
thought  to  the  subject  believes  that  improved  hard  surface  roads  are 
a  form  of  extravagance  engendered  by  the  use  of  the  pleasure  automo- 
bile, for  it  is  not  only  possible  of  demonstration  by  the  actual  figures 
which  are  obtainable  from  the  Department  of  Agriculture  at  Washing- 
ton that  such  roads  are  of  economic  value,  but  with  the  use  of  im- 
proved roads  farmers  and  business  men  in  the  smaller  mimicipalities 
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have  come  to  know  by  their  own  experience  that  Buch  is  the  case. 
They  know,  too,  without  regard  to  the  question  of  convenience,  that 
before  the  advent  of  the  improved  roads  they  were  confronted  with 
a  hauling  cost  at  certain  seasons  of  the  year  which  practically  pro- 
hibited marketing  farm  products  at  those  times,  whereas  now  such 
hauling  can  be  done  at  a  season  of  the  year  when  they  are  not  busy 
in  their  other  branches  of  work.  It  is  also  clearly  evident  that  it  has 
made  it  possible  for  the  profitable  cultivation  of  land  at  greater  dis- 
tances from  the  railroad  or  local  markets  than  was  heretofore  thought 
feasible.  It  has  been  clearly  demonstrated  that  it  is  a  very  foolish 
policy  to  try  to  put  down  a  large  amount  of  mileage  when  a  relatively 
small  amount  of  funds  are  available  for  the  work,  for  either  the  money 
is  entirely  wasted  or  the  upkeep  of  inferior  roads  is  so  great  as  to 
much  more  than  offset  the  smaller  original  cost.  It  is  but  natural, 
therefore,  that  the  demand  for  good  roads  and  the  willingness  to  be 
taxed  therefor  has  increased  in  recent  years.  Where  the  building 
of  roads  is  kept  within  reasonable  bounds,  I  have  nothing  but  com- 
mendation for  such  movements.  Tliere  is,  however,  a  phase  of  the 
matter  which  requires  thought  and  brings  up  the  question  as  to 
whether  or  not  in  many  cases  counties  and  districts  have  not  em- 
barked upon  road  building  programs  which  bring  forth  a  serious  doubt 
as  to  their  wisdom.  The  theory  of  Federal  and  State  Aid  in  the  build- 
ing of  roads  was  at  first  thought  a  very  sound  one,  but  the  system 
under  whicli  such  aid  is  given  in  proportion  to  the  amount  spent  by 
the  local  county  or  commimity  has  no  doubt  frequently  resulted  in 
the  expenditure  of  amoimts  entirely  beyond  what  should  have  been 
spent  in  any  given  period,  and  the  installation  of  roads  which,  to  say 
the  least,  could  and  should  have  waited  for  a  later  period.  Not  only 
is  a  road  not  self-sustaining,  but  when  once  installed  there  is  the 
constant  expense  to  keep  it  up,  so  that  the  expenditure  of  more  than 
a  reasonable  amoimt  in  proportion  to  the  value  of  the  property  which 
must  be  taxed  to  pay  the  debt  may  justly  be  regarded  as  a  cause 
for  impairment  of  credit. 

Imfbovementb  in  Laws 

While  it  is  evident  that  the  facts  and  conditions  which  should  be 
considered  in  judging  of  the  desirability  and  safety  of  municipal 
obligations  -have  increased,  there  is  one  most  important  development 
which  has  tended  in  the  other  direction.  I  have  in  mind  the  laws  of 
the  various  states  governing  the  creation  of  municipal  indebtedness, 
and  providing  for  its  payment.  As  I  believe  I  have  stated  before 
when  a  municipality  had  a  small  percentage  of  indebtedness  as  com- 
pared with  the  value  of  the  property  in  the  conununity  it  was  not  a 
very  serious  matter  as  to  whether  or  not  proper  provision  was  made 
for  its  payment  in  a  reasonable  period  of  time,  but  aa  the  proportion 
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of  indebtedness  to  value  increases,  the  piling  up  of  indebtedness  for 
which  no  proper  proyision  for  retirement  is  made  beoomea  a  seriovta 
matter. 

A  few  of  the  states  in  the  early  days  had  laws  which  properly 
provided  for  the  payment  of  bonded  indebtedness,  whereas  I  think  tbe 
statement  is  now  justified  that  but  few  of  the  states  lack  sudi  eon- 
stitutional  and  l^slative  provisions.  In  the  past  it  was  the  first 
settled  states,  or  those  in  the  east,  which  were  the  most  lax  in  rtgwird 
to  this  matter,  for  the  newer  states  as  they  were  created  provided  in 
their  constitutions  and  in  their  laws  for  a  more  scientific  oontrol 
of  the  finances  of  the  political  subdivisions.  In  recent  years  the 
tendency  has  been  to  correct  this,  and  as  is  generally  known  Haaaa> 
chusetts  a  few  years  ago  put  its  financial  house  in  order  in  a  ▼ery 
eommendable  way.  That  state  accepted  the  principle  that  bonds 
should  not  be  issued  for  a  longer  period  than  the  reasonable  life 
of  the  improvement  to  be  installed  with  the  proceeds  of  the  issue, 
and  in  fact  carried  that  principle  to  the  point  where  it  is  a  serious 
question  as  to  whether  they  have  not  in  some  instances  loaded  on 
to  the  present  generation  a  debt  which  ought  to  be  paid  for  by  tlie 
suooeeding  generation  which  would  derive  equal  benefit  from  the  im- 
provements installed.  80  long  as  financing  is  arranged  mi  such  a 
basis,  without  regard  to  whether  the  debt  is  to  be  retired  by  serial 
payment  or  an  accumulated  sinldng  fund  in  sufficient  volume  to  pay 
off  the  entire  debt  at  maturity,  there  will  be  a  natural  brake  o<& 
municipal  extravagances,  for  the  taxpayer  will  receive  succeeding  and 
unpleasant  reminders  in  the  form  of  tax  bills  for  heavy  amounta. 
In  New  Jersey  some  years  ago  after  a  very  careful  survey  of  the  oondi- 
tions  which  confronted  the  various  communities  in  tliat  state,  laws 
were  patosed  of  a  very  commendable  character,  providing  a  proper  eon- 
trol  for  the  issuance  of  new  indebtedness  and  the  retirement  thereof; 
and  for  the  enforcement  of  the  collection  of  monies  which  should 
have  been  levied  to  take  care  of  the  then  outstanding  indebtedneaa. 
They  carefully  limit  the  life  of  new  indebtedness  to  the  probable  life 
of  the  improvements,  and  where  no  proper  provision  had  been 
for  the  retirement  of  old  indebtedness,  require  that  undo 
operations  the  debt  shall  be  retired  within  a  reasonable  short  period 
of  years. 

It  is  to  be  regretted  that  many  of  the  public  officials  were  so  ahort- 
sighted  in  seddng  relief  from  present  tax  burdens  as  to  force  tbroqgli 
a  bill  for  what  was  generally  termed  emergency  financing  hot  for 
which  I  can  think  of  no  more  fitting  term  than  ''pass  the  hudc* 
financing;  and  the  very  men  who  had  done  so  mudi  to  clear  up  iba 
situation  stood  idly  by,  and  for  political  reasons  allowed  a  bill  to 
be  placed  on  the  books  which  materially  offsets  the  very  advantsgiaa 
which  were  sought  to  be  obtained  by  the  previous  legislation.     Aa   wl 
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•onsequence  much  financing  which  should  have  been  done  in  a  perma- 
n^t  way  and  on  a  scientifically  correct  basis,  has  now  passed  through 
this  act  so  that  the  indebtedness  while  outstanding  does  not  have 
to  be  amortized  and  may  be  left  for  refunding  at  the  end  of  the  period, 
when  the  officials  then  in  office  will  have  to  take  up  problems  and 
burdens  which  are  not  properly  theirs. 

Classification  of  Pboperty  fob  Taxation 

There  is  a  well  defined  and  laudable  tendency  towards  recognizing 
that  intangible  personal  property  cannot  be  successfully  and  per- 
manently placed  on  the  assessment  rolls  to  bear  the  same  percentage 
of  tax  in  proportion  to  its  value  as  is  imposed  upon  real  property. 
For  this  very  reason,  however,  I  think  there  should  accompany  changes 
allowing  for  a  classification  of  property  in  such  a  way  that  the  charac- 
ter of  the  property  determines  the  amount  of  tax  which  it  should 
pay,  which  would  limit  the  debt-making  power  to  a  percentage  of 
the  assessed  valuation  for  taxation  of  real  property.  This  follows  the 
provision  in  the  New  York  State  Constitution.  It  is  obvious,  it  seems 
to  me,  that  where  it  may  be  proper  to  allow,  we  will  say,  a  debt  of 
10  per  cent,  of  the  assessed  valuations  where  all  the  property  is  taxable 
at  a  given  advalorem  rate,  that  it  is  not  safe  to  allow  the  same  per- 
centage of  indebtedness  to  be  created  against  intangible  personal  prop- 
erty where  the  tax  may  be  limited  to  25  per  cent,  or  less  of  the  rate 
which  is  imposed  upon  real  property  in  the  same  community.  At  any 
rate  intangible  personal  property  has  no  fixed  abode  and  may  under 
changing  conditions,  particularly  under  more  favorable  tax  terms  in 
another  state,  be  removed.  Objectionable  tax  limits  have  in  nearly 
every  state  been  removed  and  even  where  limits  upon  the  power  to 
tax  to  pay  indebtedness  still  exist,  they  are  accompanied  by  other 
conditions  which  prevent  the  creation  of  indebtedness  when  a  sufficient 
tax  cannot  be  provided.  For  all  practical  purposes  the  holder  of  the 
securities  is  protected  against  one  of  the  conditions  which  previously 
brought  about  the  uncertainties  and  dissatisfaction  with  municipal 
securities   as   permanent  investments. 

For  a  long  period,  or  to  be  exact,  from  the  reconstruction  following 
the  Civil  War,  investors  in  state  and  municipal  bonds  have  been 
comparatively  free  from  loss,  and  this  has  no  doubt  largely  contributed 
to  a  disposition  to  purchase  such  securities  without  the  careful  study 
which  is  usually  expended  before  money  is  placed  in  other  types  of 
investments.  Most  of  the  thought  is  given  to  the  question  of  price, 
that  is,  the  income  yield  of  a  specific  security  as  compared  with  other 
similar  securities  which  are  available  at  the  time. 

With  the  wider  municipal  activities  requiring  the  expenditure  of 
large  amounts  of  public  funds,  it  seems  to  me  that  it  is  desirable 
that  the  investor  should  acquaint  himself  more  in  detail  with  not  only 


Digiti 


zed  by  Google 


823  BIOHTBBNTH  AMNUAL  MBBTINO 

the  past  record  and  preeoit  financial  position  of  the  ttate  or  mnnid- 
pality,  Imt  that  he  should  inform  himself  upon  the  probable  foture 
policies. 

It  is  obyiously  impracticable  for  the  private  investor  to  protect  him- 
self by  any  independent  investigation,  and  he  will  have  to  continin 
to  place  dependence  upon  the  investment  banker  through  whom  tbt 
loan  passes.  My  own  house  has  always  deemed  it  necessary  to  care- 
fully inform  itself  upon  the  past  record  and  future  prospects  of  t 
community  before  recommending  its  securities,  even  where  the  usual 
investigations  into  the  general  financial  and  physical  conditions  have 
proven  satisfactory,  and  it  is  known  that  the  money  loaned  is  to  be 
spent  for  a  needed  and  generally  desired  improvement.  If  sofikient 
knowledge  is  not  in  hand  through  previous  experience  with  the  same 
community,  a  representative  is  sent  to  gather  the  necessary  informa- 
tion before  a  commitment  is  made. 

While  the  investing  public  seems  to  be  alive  to  the  importance  of 
the  protection  afforded  by  proper  investment  banking  services  in  con- 
nection with  other  classes  of  securities,  it  seems  to  have  disregarded 
it  in  the  case  of  the  highest  grade  of  Municipal  and  Railroad  bonds. 

ACCEPTANCES— SOUND  INVESTMENTS  POE 
SAVINGS  BANKS 

Jbsomb  Thballs 

I  deem  it  a  great  privilege  and  a  real  honor  to  have  this  oppc^tnnity 
of  discussing  with  you  a  question  that  I  belieive  to  be  of  vital  €oiio«rn 
to  every  banker  in  America — ^the  question  of  the  soundness  of  accept- 
ances as  an  investment  for  savings  banks. 

Do  you  realise  the  tremendous  power  you  have  in  the  control  sad 
direction  of  the  great  institutions  that  you  represent  T  Tou  can  make 
dtiseas  as  well  as  dollars.  You  have  the  opportunity  of  Americanizing 
millions  of  alien  depositors  and  of  driving  home  to  them  and  the  others 
with  whom  you  come  in  contact^  the  great  lessons  of  thrift,  economy, 
and  industry.  These  lessons,  if  learned  and  practiced,  mean  happineas 
and  prosperity;  they  mean  a  greater  and  more  powerful  nation;  they 
mean  the  stamping  out  of  the  seeds  of  discord  and  discontent,  whSi^ 
now  retard  the  progress  of  America.  Tou  have  in  your  oontrolf  re- 
sources aggregating  more  than  $7,000,000,000,  of  which  I  understand, 
about  62  per  coat,  is  invested  in  real  estate  mortgages  and  real  estate 
loans;  16%  per  cent,  in  railroad  bonds;  8  per  cent,  in  United  States 
liberty  bonds,  victory  Uberty  loan  bonds,  and  short  term  treasury  bills; 
about  4%  per  cent,  of  what  might  be  termed  miscellaneous  securities;  IS 
per  cent  in  other  publie  seeiirities  and  tbout  6  per  cent,  in  aetoal  < 
in  vaults  and  with  depository  banks. 
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The  saTingB  banks  of  America  are  no  doubt  in  a  stronger  and  sounder 
position  now  than  at  any  other  time  in  their  existence.  I  believe  that 
they  are  able  to  meet  any  demands  that  may  be  made  upon  them.  We 
haye  had  occasional  scares  such  as  the  one  a  short  time  ago,  when 
it  was  reported  that  many  millions  of  alien  depositors,  having  bal- 
ances averaging  about  $3,000  each,  were  preparing  to  withdraw  their 
deposits  and  return  to  their  native  lands.  It  was  estimated  that  these 
people  would  take  away  from  the  United  States  between  four  and 
six  billions  of  dollars.  The  estimates  as  to  the  number  of  alien  de- 
positors run  as  high  as  seventeen  million.  We  all  know  that  by  the 
most  careful  selection,  we  would  not  be  able  to  find  seventeen  million 
savings  buik  depositors,  each  of  whom  has  to  his  credit,  $3,000.  This 
scare  was  therefore  largely  unwarranted.  I  believe,  however,  that  if 
we  have  in  this  country,  a  great  number  of  aliens  who  have  been 
here  sufficient  time  to  take  out  citizenship  papers,  and  th^  have  not 
done  so,  and  have  to  their  credit  in  the  banks  $8,000  respectively,  thej 
are  a  most  dangerous  asset  and  the  sooner  they  leave  our  shores,  the 
better  off  we  will  be. 

The  fluctuation  in  foreign  exchange  has  in  certain  instances  caused 
heavy  withdrawals  from  savings  banks. 

Savings  Banks  Nded  Aoobptai^ges 

A  savings  banker  told  me  the  other  day  that  his  bank  had  been 
ecnfronted  with  heavy  withdrawals.  On  making  investigation  to  de- 
termine the  eause,  he  found  that  his  depositors  were  withdrawing  their 
money  f*r  the  purpose  of  buying  lire  at  160  for  $100.  A  few  days 
later,  these  depositors  were  dumping  the  lire  back  on  the  market  at 
100  for  $100  taking  their  losses  and  redepositing  the  money,  in  the 
savings  bank. 

The  responsibilities  of  savings  banks  are  constantly  broadening  and 
their  relation  to  the  commerce  and  industry  of  the  country  is  growing 
closer  and  closer.  A  portion  of  the  resources  of  the  savings  banks 
can  to  their  advantage  be  safely  applied  in  a  way  that  will  further  the 
oommeroe  and  industry  of  this  country  and  aid  in  the  development 
of  our  export  and  import  trade. 

Even  though  your  institutions  are  in  a  strong  position,  I  believe 
the  general  character  of  your  assets  can  be  improved,  your  position  can 
further  be  strengthened  and  your  earnings  can  be  increased  by  the 
hnrsstoMiit  of  a  certain  portion  of  your  resources  in  prims  bankers' 
aeoeptanoes. 

The  war  brought  the  need  for  applying  every  dollar's  worth  of 
resources  in  the  way  that  will  attain  the  maximum  of  results.  The 
use  of  the  acceptance  method  of  financing  and  merchandising — ^is  a 
great  step  forward.  Through  it  a  like  amount  of  capital  is  made 
to  do  a  greater  amount  of  service  and  the  business  of  the  country  is 
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put  on  a  safer  and  sounder  basis.  In  other  words  the  dollar  is  mtde 
more  efficient  and  credit  is  made  more  effectiye.  The  growth  in 
the  use  of  the  American  bankers  acceptance  has  been  steady  and  along 
the  right  lines.  It  has  been  as  rapid  as  could  be  expected  under  the 
conditions  which  have  prevailed  since  the  system  was  inaugurated 
in  this  country. 

Out  of  America's  30,000  banks  and  trust  companies  at  least  25,000 
can  avail  of  the  aoceptance  privilege,  that  is,  can  grant  acoeptanoe 
credits,  lend  their  credit  to  their  patrons  in  addition  to  lending  their 
money.  A  banker's  acceptance  may  rightfully  be  defined  as  being  t 
bill  of  exchange,  the  acceptor  of  which  is  a  bank  or  trust  company, 
or  a  firm,  person,  corporation  or  company  engaged  in  the  business  of 
granting  acceptance  credits. 

Under  the  provisions  of  Section  13  of  the  Federal  Reserve  Act^ 
any  member  may  grant  such  credits  aggregating  an  amount  eqiiil 
to  60  per  cent,  of  its  combined  capital  and  surplus.  These  credita 
may  be  granted  in  connection  with  (1)  transactions  involving  the 
importation  or  exportation  of  goods,  (2)  domestic  shipments  of  ma- 
chandise,  (3)  the  storage  of  staple  commodities. 

Upon  application  to  and  with  the  approval  of  the  Federal  Reserve 
Board,  a  member  bank  may  be  authorized  to  accept  in  the  aggregate 
up  to  100  per  cent,  of  its  combined  capital  and  surplus.  In  no  event, 
however,  is  a  member  bank  permitted  to  accept  in  excess  of  60  per 
cent,  of  its  combined  capital  and  surplus  in  connection  with  domestic 
business.  There  is  a  further  provision  under  which,  upon  application 
to  and  with  the  approval  of  the  Federal  Reserve  Board,  any  member 
bank  may  be  privileged  to  accept  in  the  aggregate,  an  additional 
amount  equal  to  50  per  cent,  of  its  combined  capital  and  surphu, 
for  the  purpose  of  creating  dollar  exchange.  Under  this  provision, 
banks  in  foreign  countries  and  dependencies  of  the  United  States, 
draw  against  American  banks  who  in  turn  accept  the  bills. 

BZTBNT  OF  AOOBFTANOB  HOUXnCGS 

On  March  1,  1919,  362  American  banks  and  trust  companies  were 
availing  of  the  acceptance  privilege.  These  institutions  had  outstand- 
ing at  that  time  a  total  volume  of  $451,000,000  worth  of  acoeptancea 
They  had  through  the  utilization  of  this  privilege  granted  to  the 
commerce  and  industry  of  this  country,  that  additional  amount  of 
credit.  It  was  within  their  power  to  accept  a  total  of  $1,027,000,000. 
In  other  words,  these  362  banks  were  enabled  to  finance  export  and 
import  business,  domestic  transactions  and  storage  of  staple  oommodi' 
ties  to  the  extent  of  $1,027,000,000  over  and  above  what  was  hereto- 
fore possible.  These  institutions  it  will  be  noted  exercised  less  this 
44  per  cent,  of  their  acceptance  privilege. 

In  addition  to  the  great  acceptance  power  that  is  enjoyed  by  the 
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incorporated  banks  and  tmit  companieB  a  number  of  strong  well  known 
private  banking  houses  such  as  J.  P.  Morgan  &  Company,  Kuhn,  Loeb 
k  Company,  Brown  Brothers  ft  Company  of  New  York  have  filed  state- 
ments and  made  necessary  arrangements  with  the  Federal  Reserre 
Board  and  the  Federal  reserve  banks,  under  which  they  are  now 
privileged  to  do  an  acceptance  business.  A  number  of  accepting  houses 
and  other  large  corporations  have  recently  been  organized  with  their 
principal  function  being  that  of  accepting  or  granting  acceptance 
credits.  One  of  these  large  corporations  recently  opened  for  business 
in  New  York,  with  a  capital  of  $5,000,000  and  surplus  of  $1,000,000 
folly  paid,  so  that  we  now  have  in  America  a  tremendous  acceptance 
power  yet  to  be  utilized. 

In  the  face  of  this,  however,  some  of  our  friends  have  already  sug- 
gested that  the  Federal  Reserve  Act  be  amended  so  as  to  permit  mem- 
ber banks  to  accept  up  to  say,  200  per  cent,  of  their  combined  capital 
snd  surplus.  It  seems  to  me  if  the  limit  is  raised  it  should  be  done 
under  very  close  restrictions.  Possibly  the  additional  power  should  be 
granted  only  through  the  consent  of  the  Federal  Reserve  Board  or  some 
recognized  body  that  will  exercise  the  proper  supervision.  The  one 
thing  that  is  needed  in  the  furtherance  of  the  acceptance  method  of 
financing  is  extreme  care  to  the  end  that  this  method  of  financing 
will  be  conservatively  and  properly  used,  and  that  only  high  grade  bills 
will  arise. 

Valid  Invksthknt  fob  Savinos 

The  laws  of  practically  all  the  states  have  been  so  amended  as  to 
permit  savings  banks  to  invest  a  certain  portion  of  their  resources 
in  high  grade  bankers'  acceptances.  In  many  of  the  states  the  savings 
banks  are  further  permitted  to  invest  in  trade  acceptances  endorsed  by 
first  class  banks.  Some  months  ago  there  was  considerable  demand  on 
the  part  of  savings  bankers  for  an  amendment  to  the  Federal  Reserve 
Act  designed  to  permit  savings  banks  to  join  the  Federal  reserve  system. 
There  is  a  way  open  to  the  savings  banks  under  which  they  can 
get  the  protection  of  the  Federal  reserve  system  without  becoming 
members  and  that  is  by  maintaining  a  portfolio  of  high  grade  endorsed 
bankers'  acceptances.  These  bills  can  be  sold  in  the  open  market  any 
day  of  the  week.  They  can  be  sold  by  the  savings  banks  direct  to 
the  Federal  reserve  banks. 

The  Federal  reserve  banks  have  cheerfully  aided  in  the  development 
of  the  open  discount  market.  They  are  not,  however,  obliged  to  buy 
acceptances.  This  is  a  function  that  they  may  perform  at  will.  It 
was  originally  intended  as  a  means  through  which  the  Federal  reserve 
banks  might  regulate  and  control  interest  rates  and  it  is  hoped  thai 
as  time  goes  on  the  market  will  be  self-sustaining.  In  fact,  in  our 
experience  to  date,  we  have  yet  to  learn  of  a  time  when  a  strictly 
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prime  banker's  acceptance  could  not  be  sold  in  the  New  York  market 
I  believe  that  the  savings  banks  of  this  country  can  at  this  time 
safely  invest  at  least  50  per  cent,  of  their  cash  reserves  in  high  grade 
bankers'  acceptances.  Savings  bankers  that  decide  to  place  a  portioa 
of  their  funds  in  bankers'  acceptances  should  use  extreme  oare  to  the 
end  that  high  grade  bills  only  are  selected.  I  would  warn  the  savingi 
bankers  against  selecting  bills  that  yield  the  highest  rate  of  return; 
in  other  words,  I  would  not  recommend  the  investment  in  bills  that 
yield  a  return  from  5  to  5%  per  cent.  I  would  recommend  the  par- 
ehase  of  bills  that  are  now  selling  in  the  open  market  at  about  4H 
with  maturities  of  60  to  90  days.  That  is,  bills  which  are  eligible  for 
purchase  by  the  Federal  reserve  banks  in  the  open  market  operation; 
bills  which  are  collateralized  by  staple  commodities,  the  sale  of  whidi 
will  yield  the  money  with  which  they  are  to  be  liquidated;  bUls  on 
which  you  have  primarily  responsible  as  acceptor,  a  bank  of  unques- 
tioned soundness;  bills  which  are  drawn  by  high  grade  merchants, 
manufacturers,  exporters  or  other  business  men  whose  reputation  and 
standing  are  beyond  question.  In  such  bills  you  have  a  character 
of  paper  that  is  imsurpassed,  paper  that  can  be  converted  into  actual 
cash  on  a  moment's  notice  and  which  while  earning  you  4^  per  cent 
serves  as  a  real  reserve,  answering  the  same  purpose  as  will  a  balance 
with  your  depository  bank. 

I  have  in  mind  one  savings  bank  that  invested  some  months  ago  in 
90  day  acceptances  of  the  character  described.  About  30  days  after 
this  savings  bank  made  its  investment,  it  was  confronted  with  heafy 
withdrawals  making  it  necessary  for  the  bank  to  withdraw  its  balance 
from  its  depository  banks,  borrow  against  government  bonds  or  to 
sacrifice  its  high  grade  securities  on  the  market.  Instead  of  taking 
either  of  these  courses,  this  bank  telephoned  the  corporation  with  whidi 
I  have  the  honor  to  be  connected;  we  inmiediately  purchased  the  bills 
at  the  rate  of  discount  of  4^  per  cent;  ao  within  24  hours  the  proceeds 
were  in  the  hands  of  the  savings  bank  and  enabled  it  to  meet  the 
demands  of  its  depositors,  the  bank  having  earned  4^  per  cent,  an 
its  investment  where  it  would  have  earned  but  2^  to  2^  per  cent  on 
a  bank  balance.  It  was  also  relieved  from  suffering  any  loss  in  a 
hurried  sacrifice  of  its  securities. 

Fedebal  Resebvb  Banks  Pubghase  Aggeptakcss 

In  order  to  prove  the  soundness  of  bankers'  aooeptancea  and  to  fi^ 
you  an  indication  of  the  growth  of  this  character  of  business,  I  believe 
the  action  of  the  Federal  Reserve  Board  and  the  Federal  reserve 
banks  is  worthy  of  being  brought  to  your  attention.  We  all  know 
that  the  Federal  reserve  banks  exercise  great  care  and  are  unusoally 
eonscientious  in  their  efforts  to  see  that  their  investments  are  of 
the  highest  character.     The   Federal  reserve  banks  according  to  the 
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reports  of  the  Federal  Reserve  Board  purchase  in  their  opea  Market 
operatioiis  in  the  year  1916,  bankers'  aoceptances  aggregating  $886,- 
000,000.  They  purchased  in  1917  an  aggregate  of  $1,077,000,000»  in 
191S  an  aggregate  of  $1,809,000,000  and  during  the  first  seTen  months 
of  the  present  year  the  Federal  reserve  banks  purchased  in  their  open 
market  operations  bankers  aooeptanoes  aggregating  $1,369,000,000  or 
at  the  rate  of  slightly  over  $23,000,000,000  per  annum.  Possibly  75 
per  cent,  of  these  bills  were  based  on  export  and  import  transactions; 
64  per  cent,  of  the  total  were  accepted  by  banks  located  in  the  cities 
of  Boston  and  New  York. 

Another  indication  of  the  soundness  and  stability  of  the  bankers' 
seoeptance  is  evidenced  by  the  steady  discount  rate  which  is  maintained 
thereon.  During  the  past  ten  montlis,  the  rate  of  disoooat  os  banksrs' 
aooeptanoes — ^that  is  the  buying  rate — ^has  fluctuated  only  1/16  per  cent, 
of  1  per  cent,  and  this  fluctuation  was  on  bills  of  maturities  from  86 
to  90  days  only,  and  over  a  period  of  only  a  few  days.  I>uring  this 
Hune  period  the  rate  on  stock  ezduu:ige  call  loans  fluctuated  from  4  per 
cent  to  20  per  cent,  and  you  do  doubt  have  watched  the  fluctuations 
in  the  values  of  railroad  bonds  and  other  securities  which  ge  t«  make 
np  the  resources  of  the  savings  banks. 

Skbviob  bt  Disootmr  Companies 

The  corporation  with  which  I  am  connected  has  arranged  a  pkw 
under  which  it  holds  in  trust  for  savings  bank  investors,  the  aoeept- 
anoes  which  they  purchase,  looking  after  the  collection  el  the  MUm 
ss  they  mature  and  attending  to  the  other  details.  Other  reliable 
discount  houses  and  dealers  are  no  doubt  perfecting  similar  arrange- 
ments so  that  through  the  use  of  the  telephone,  the  bills  held  for  the 
soeount  of  any  savings  bank  may  immediately  be  disposed  of  and  the 
proceeds  placed  with  depository  banks,  thereby^  being  made  available 
instantly  if  required.  Some  savings  banks  have  filed  with  us  a  list 
of  the  banking  concerns  whose  bills  they  are  authorized  by  their 
respective  boards  of  trustees  to  purchase;  then  when  such  savings  banks 
desire  to  invest  a  certain  siun  in  acceptances  they  merely  telegraph 
OS  for  an  assortment  of  the  names  in  question;  the  bills  are  imme- 
diately placed  in  trust  for  the  savings  bank  in  question,  delivered 
to  their  depositary  bank  or  sent  by  registered  mail  as  directed. 

Selbot  Acoeptancbs  with  Cabb 

I  would  again  suggest  the  exercise  of  care  to  the  end  that  savings 
banks  invest  in  strictly  high  grade  bills,  that  is,  bills  that  are  drafwn 
by  a  good  concern,  accepted  by  a  high  class  bank  and  collateralized 
by  a  readily  marketable  staple.  If  you  have  a  bill  of  this  oharaoter, 
a  member  or  approved  bank  endorsement  you  can  go  direct  to  the 
Federal  reserve  bank  and  sell  it  or  you  can  dispose  of  it  any  day 
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in  the  open  market.  A  savings  bank  with  a  good  portfolio  of  this 
character  of  acceptances  is  in  an  enviable  position  when  it  comes  to 
meeting  unusual  demands  that  may  be  made  bj  its  depositors.  The 
reason  bankers^  acceptances  are  so  readily  taken  by  the  Federal  reeenre 
banks  is  that  they  serve  as  a  basis  of  currency  issue  and  are  self 
liquidating. 

SouBGEs  OF  Acceptances 

Delboatb:  Where  does  your  corporation  get  the  bills  which  it 
dSTers? 

Mb.  Thballs:  The  approved  plan  of  procedure  on  the  part  of  a 
bank  when  it  has  accepted  for  one  of  its  customers  is  to  turn  tiie 
acceptance  back  to  the  custiHner,  it  then  being  the  duty  of  the  cnt- 
tomer  to  find  a  market  for  the  bill.  In  many  cases  it  has  become 
desirable  to  deviate  from  this  rule.  In  fact,  I  believe  the  majori^ 
of  the  bills  are  marketed  by  the  acceptors  acting  as  aguits  for  the 
drawers. 

We  get  our  bills  from  three  sources.  1 — the  drawer;  2 — an  inter- 
mediary bank  or  concern  that  negotiates  or  endorses  the  bill;  3 — fron 
the  accepting  bank.  You  can  readily  see  that  in  many  cases  the 
accepting  bank  can  serve  advantageously  as  the  agent  of  the  drawsn 
in  marketing  acceptances.  For  illustration — ^We  buy  the  bills  of  a 
certain  bank  in  New  Orleans.  We  will  assume  that  this  bank  hii 
in  the  course  of  its  day's  business  accepted  ten  bills  of  $50,000  esdi 
for  ten  different  importers.  Instead  of  each  of  these  ten  importers 
sending  wires  to  a  number  of  New  York  dealers  for  quotations  on  the 
bills,  the  bank  which  accepted  them  can  get  the  quotations  for  all 
the  merchants  by  sending  one  telegram;  thus  the  expense  of  nine  or 
more  messages  from  New  Orleans  to  New  York  and  nine  or  more 
replies  is  obviated.  The  bills  come  to  New  York  in  the  one  endosuie 
and  there  is  resulting  economy  in  the  handling  of  this  transaction  oa 
every  hand. 

Bank  and  'Diaiib  Acoeptancbb  Distinouishkd 

Mb.  Beaoh:  Is  there  a  higher  grade  security  back  of  a  banker's 
acceptance  than  there  is  back  of  a  trade  acceptance  endorsed  by  a 
bank  or  trust  company  which  is  a  member  of  the  Federal  resertt 
system? 

Mb.  Thballs:  It  was  my  understanding  that  I  should  confine 
my  remarks  to  bankers'  acceptances  but  if  it  is  your  desire  that  I 
should  discuss  trade  acceptances,  I  shall  be  happy  to  do  so. 

Mb.  Beach:  I  beg  your  pardcm,  but  I  ask  that  question  for  tht 
reason  that  I  should  like  to  have  in  the  records  of  this  meeting  exactly 
what  the  difiterence  is. 

Mb.  Thballs:  A  trade  acceptance  is  a  draft  drawn  by  the  seller 
of  goods  on  the  buyer,  accepted  by  the  buyer  to  be  paid  at  a  certaia 
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pUee  on  a  eertain  day.  It  eovera  a  current  transaction  or  current 
transactions  in  merchandise.  The  goods  which  it  covers  pass  out 
•<  control  of  the  drawer;  that  is, they  do  not  remain  under  control 
in  such  way  as  to  make  them  security  for  the  final  payment  of  the 
aeeeptance.  In  other  words,  a  trade  acceptance  is  simply  the  promise 
•f  a  buyer  of  merchandise  to  pay  the  purchase  price  thereof  at  a 
specified  time  and  place.  No  collateral  is  tied  up,  while  with  the 
banker's  acceptance  you  usually  have  responsible,  primarily,  a  banking 
house  of  unquestioned  standing;  2nd,  you  have  responsible  thereon 
WL  high  grade  merchant,  exporter,  importer,  or  other  business  man, 
and  3rd,  the  banker's  acceptance  is  usually  collateralized  until  finally 
paid  by  security  which  has  a  ready  market  and  of  sufBoient  value  to 
liquidate  the  bill. 

For  illustration — a  qiuintity  of  wool  is  placed  in  a  bonded  warehouse. 
It  will  be  covered  by  ample  insurance  and  will  be  locked  up  subject 
to  removal  only  upon  the  surrender  of  the  warehouse  receipt  which 
the  bank  holds  as  security  for  the  acceptance  credit  it  has  granted. 
In  the  course  of  business  and  in  the  movement  of  the  wool  from  the 
warehouse  U>  the  point  of  manufacture  it  becomes  necessary  for  the 
bank  to  surrender  the  warehouse  receipt,  but  it  gets  in  lieu  thereof, 
the  bill  of  lading  and  from  that  point  until  the  time  the  acceptance 
issued  against  the  wool  is  paid,  the  bank  remains  secured. 

Trads  Aoobptanges  as  "Two-Kaicb  Papib" 

Dklbgatv:  Is  the  trade  acceptance  much  different  from  two-name 
paper? 

Mb.  Thralls:  The  trade  acceptance  is  two-name  piq>er.  It  covers 
a  current  transaction  or  transactions  in  merchandise.  It  is,  as  stated 
before,  the  promise  of  a  buyer  to  pay  the  seller  at  a  specified  time 
and  place  the  purchase  price  of  goods.  There  are,  however,  other  classes 
of  two-name  paper,  such  for  instance  as  an  accommodation  note  bearing 
an  endorsement  or  bearing  two  signatures.  It  is  understood  that 
trade  acceptances  are  self  liquidating  or  at  least  that  the  goods  which 
they  cover  will  be  sold  during  the  life  of  the  bills,  and  that  the 
acceptor  will  through  the  sale  of  the  goods  have  the  funds  at  the 
maturity  of  the  acceptance,  with  which  to  pay  it.  Extreme  care  should 
atways  be  exercised  in  the  purchase  of  paper  regardless  of  what  title 
it  bears. 

When  purchasing  trade  acceptances,  careful  investigation  should  be 
made  as  to  the  standing  and  character  of  the  acceptors,  the  underlying 
transaction  the  bill  covers  and  the  character  and  standing  of  the 
drawer.  I  heard  a  story  concerning  two  of  America's  famous  men. 
Whether  true  or  not>  it  will  serve  to  illustrate  the  necessity  of  care- 
fully investigating  all  names  on  any  paper  that  is  purchased  by  a 
•avingB  bank.    It  is  told  that  Daniel  Webster  went  to  the  bank  that 
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was  suoceeded  by  the  Rigga  National  Bank  of  Washington,  D.  C  aiid 
made  application  for  a  loan  of  $250.  He  was  informed  by  the  eaihiMr 
that  under  the  bank's  rules  it  was  necessary  to  haye  two  names  oe 
every  piece  of  paper  taken.  Mr.  Webster  replied  that  he  believed  he 
oould  fix  that  feature  of  the  proposition  up  all  right.  He  left  tin 
bank  and  went  down  the  street  a  few  blocks  where  he  met  Henry  day 
He  told  Mr.  Clay  of  the  situation.  Mr.  Clay  said,  Mr.  Webster,  I 
will  be  very  pleased  to  sign  the  note  with  you  but  have  one  suggestkm 
to  make  and  that  is,  that  I  need  $250  and  that  we  make  tiie  nole 
for  $500,  both  sign  it,  you  take  $250  and  I  will  take  $250  and  the 
bank's  rules  will  be  conserved.  I  imderstand  that  this  note,  while 
never  paid  and  while  yet  in  the  hands  of  the  Riggs  National  Baak 
is  valued  far  in  excess  of  $500  but  it  would  not  serve  as  the  kind 
of  paper  a  savings  bank  would  like  to  have  with  which  to  pay  its 
depositors. 

Ds^^BOAia:  Suppose  a  banking  house  has  t|ie  note  of  a  high  eUsi 
•oneem.  It  can  be  discounted  at  5%  per  cent,  and  the  member  bank 
ean  go  t«  the  Federal  reserve  bank  and  borrow  money  on  it  at  4^ 
per  cenl    Is  there  anything  more  desirable  than  this  class  of  paper! 

Mr.  Thbau^s:  In  the  first  place  a  savings  banker  could  use  sa^ 
paper  only  in  connection  with  getting  accommodations  from  his  deposi- 
tary bank.  Further  a  rate  of  4%  per  cent,  would  be  granted  only  on 
the  bills  of  maturities  of  fifteen  days  or  less.  Furthermore,  tlieie  ii 
a  much  better  class  of  paper.  It  is  the  paper  of  the  same  eonoera 
accepted  by  a  high  grade  bank  and  secured  by  shipping  doeuments 
eovering  exports  and  imports.  I  know  that  every  one  in  this  room 
believes  that  strength  is  added  to  any  bill  when  that  bill  is  endorsed 
by  a  high  grade  bank.  Prime  bankers'  acceptances  should  bear  the  «i- 
dorsement  of  a  high  grade  bank  as  well  as  being  accepted  l^  te 
■UBS  Aaia^uf  of  institatioiL  Thvy  aerre  as  a  basis  <d  etunmtj  issM 
and  can  be  eonve..ted  into  actual  cash  without  even  the  additional 
endorsement  of  the  savings  bank  holder  being  required  and  they  com- 
mand a  better  rate  than  does  commercial  paper  or  trade  aoeeptances. 

ACOEPTANCES  AS  "FOBEIGIV"  BiLLS 

Mb.  Dinwiddie:  Do  you  understand  that  of  the  securities  thai 
are  put  on  the  market,  many  millions  of  them  are  foreign  aecorities 
or  would  be  otherwise  known  as  foreign  bills? 

Me.  Thbaub:  There  is  no  objection  to  terming  bills  baaed  on 
exports  or  imports  as  foreign  bills.  They  arise  out  of  foreign  trade 
transactions  but  are  usually  accepted  by  a  high  grade  Ameriean  bank, 
trust  company,  private  banker  or  acceptance  house. 

Mjl  Stbono:  Mr.  Thralls,  will  you  please  discuss  the  bills  that 
grow  out  of  imports  and  show  that  the  bills  are  endorsed  by  foreaga 
banks? 
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Kb.  Thbaixs:  An  importer  will  go  to  a  New  York  bank,  wtrtrngB 
for  a  letter  of  credit  in  favor  of  a  Japanese  concern  from  which  the 
New  York  importer  desires  to  purchase  goods;  the  Japanese  concern 
will  draw  a  draft  under  this  letter  of  credit  on  the  New  York  bank 
in  question;  it  will  then  take  this  draft  to  a  bank  in  say,  Yokohama, 
attach  to  the  draft  an  ocean  bill  of  lading  coTering  the  goods  whidi 
hare  been  placed  on  board  steamer,  (and  insurance  policy  if  credit  so 
stipulates.)  The  bank  will  buy  the  bill,  send  it  to  its  New  York  agent 
with  the  bill  of  lading  attached.  The  New  York  agent  of  Uie  farei^t 
bank  will  take  the  bill  to  the  bank  in  New  York  on  which  it  is  drawn; 
that  bank  will  accept  it,  detach  the  bill  of  lading,  return  the  bill 
to  the  agent  of  the  foreign  bank;  the  agent  will  then  endorse  it  and 
sell  it  in  the  open  market  for  the  account  of  its  Yokohama  correspond- 
ent.   This  is  the  way  the  foreign  bank  endorsement  arises. 


iNTBBTiNO  Cash  Resebvss  in  IUnk  Acgeftanobb 

Mb.  Dinwiddie:  Can  banlcs  paying  4  per  cent,  on  deposits  afford  to 
buy  acceptances  at  4%  per  cent. 

Mb.  Thbaixb:  Sarings  banks  paying  4  per  cent,  on  deposits,  carry 
about  6  per  cent,  of  their  resources  in  what  is  known  as  cash  reserves, — 
money  in  vault  and  balances  with  depository  banks.  The  balances 
with  depository  banks  earn  about  2%  per  cent.  The  money  in  vault 
earm  notking.  I  believe  that  one  half  of  the  funds  carried  as  cash 
reserves  by  savings  banks  might  safely  be  invested  in  bankers'  accept- 
ances, yielding  4^  per  cent.  By  so  doing  the  earnings  of  the  bank 
will  be  increased  because  it  will  be  getting  4%  per  cent,  on  funds 
heretofore  earning  nothing  as  well  as  4^  per  cent,  on  funds  heretofore 
earning  from  2%  per  cent  to  2^  per  cent.  I  would  further  suggest 
that  the  savings  bankers  who  are  paying  4  per  cent,  should  plan  to 
discontiniie  the  practice  of  paying  high  rates  at  the  earliest  possible 
date. 

Bank  Acckptancbs  vs.  Tbaor  Acceptances 

Mb.  KiN«eBUBT:  While  you  did  not  say  anything  against  trade 
aoceptanees,  but  spoke  in  their  favor,  do  you  not  think  trade  acceptances 
well  selected  are  a  good  paper  for  a  savings  bank  to  handle? 

Mb.  Thbaix:  Next  to  bankers'  acceptances,  trade  acceptances  are 
the  best  character  of  commercial  paper  that  is  available.  I  do  believe, 
however,  that  savings  bankers  who  do  not  have  well  equipped  credit 
departments  ou^t  to  begin  investing  In  the  highest  type  of  paper 
first  and  then  work  up  to  trade  acceptances  endorsed  by  banks.  There 
are  a  good  many  dangers  in  connection  with  trade  acceptances  that 
do  not  pertain  to  the  bankers'  acceptances. 
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Effect  of  U.  S.  Futancino  oif  Aooeptance  Market 

Mk.  Sattebleb:  Will  the  stoppage  of  the  issuing  of  United  States 
government  hills  have  any  effect  on  the  hankers'  acceptance  rate  and 
•n  the  discount  market? 

Mb.  Thballs:  One  of  the  greatest  ohetacles  that  we  have  faced  in 
the  effort  to  sell  bankers'  acceptances  is  the  fact  that  the  United  Statei 
short  term  treasury  hills,  yielding  from  4^  to  5  per  cent,  have  beeo 
available  and  are  recognized  as  a  preferential  investment,  particularlj 
for  savings  banks. 

It  is  quite  likely  that  the  government  will  continue  the  issuance  of 
short  time  treasury  bills  for  a  period  of  many  months,  but  in  constantly 
decreasing  volume.  With  the  decrease  of  such  bills  the  demand  for 
bankers'  acceptances  will  increase.  The  rates  of  the  Federal  resenre 
hanks  have  been  held  at  an  artificial  figure  In  order  to  protect  the 
government  financing.  Then  this  financing  is  out  of  the  way  and  the 
supporting  pegs  are  removed  there  will  doubtless  be  considerable 
fluctuation  in  rates. 

Another  difficulty  that  has  confronted  the  acceptance  dealer  in  the 
effort  to  develop  the  open  market  has  been  their  inability  to  get  fundi 
at  reasonable  rates  with  which  to  carry  their  portfolios.  You  eta 
readily  see  that  should  an  acceptance  dealer  buy  ninety  day  bills  at 
4  5/16  per  cent.,  carry  them  thirty  days  against  a  loan  rate  of  4H 
to  6  per  cent,  then  sell  the  bills  at  4^  per  cent.,  the  dealer  would 
be  losing  money.  In  order  to  make  any  profit  it  is  necessary  for  the 
dealers  to  turn  over  a  tremendous  volume  of  bills.  I  believe  the  dealen 
•f  New  York  are  now  carrying  an  aggregate  in  their  portfolios  of 
about  $80,000,000. 

Dkaleb'b  Pboftts  on  Aoobptaitcbs 

Delboais:    What  profit  do  the  dealers  make  in  handling  acceptances? 
Mb.  Thballs  :     The  average  profit  is  about  l/16th  of  1  per  cent 
per  annum. 

Conclusion 

I  believe  that  2,000  savings  banks  of  America  will  soon  becooM 
investors  im  bankers'  acceptances.  By  investing  in  such  bills  they  will 
not  only  be  improving  their  general  assets  and  inereasing  their  earnings 
but  they  will  be  rendering  a  valuable  aid  to  our  domestic  oommerot 
and  industry  and  at  the  same  time  will  be  aiding  America  to  extend 
her  foreign  trada  and  to  hold  her  place  as  one  of  the  great  oonunercial 
and  financial  powers  of  the  world. 

There  is  one  thought  that  I  would  like  to  leave  with  you  savings 
bfluiikers.  It  has  nothing  to  do  with  acceptances  but  it  is  of  vital 
importanae.  You  come  in  contact  with  a  greater  number  of  foreigaen 
than  any  other  class  of  business  men  of  America.     It  seems  to  di 
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tkat  if  every  savingB  bank  would  station  men  and  women  in  ita  lobbies 
•f  tbeir  respective  banks  who  can  speak  the  languages  of  its  foreign 
customers  and  have  those  men  and  women  teach  to  their  customers 
the  spirit  of  Americanism  and  the  imderlying  principles  of  production, 
labor  and  the  other  great  problems,  a  tremendous  good  fen*  the  entire 
nation  would  be  accomplished. 

DisoussKm :  AooEFTAFOE  T8.  GDmnoATioir 

Ms.  Kofpel:  Mr.  Thralls,  you  are  addressing  savings  bank  men 
from  all  over  the  United  States.  Would  it  not  be  proper  to  state  that 
if  the  laws  for  savings  banks  in  all  the  states  were  along  the  same 
lines,  as  far  as  eoneerns  acceptances,  as  are  the  laws  in  the  State  of 
New  York,  this  discussion  would  be  unnecessary? 
.  Under  the  New  York  laws,  a  savings  bank  may  purchase  accept- 
anees  that  are  of  a  character  that  is  nothing  more  than  a  oertifled 
dieck — a  certified  cheek  of  a  bank  that  any  banker  would  take 
without  question,  the  only  difference  being  that  the  acceptance  is 
payable  in  sixty,  eighty  or  ninety  days.  If  you  gentlemen,  from  other 
sections  of  the  country  will  take  the  New  York  state  laws  as  an 
example  you  will  not  have  any  misgivings  and  you  will  not  have  to 
employ  the  term  "danger"  or  any  other  term  which  puts  a  question  on 
Hie  safety  of  your  investments. 

Mb.  Thballs:  Mr.  Koppel  has  characterized  a  bankers'  acceptance 
as  being  as  good  as  a  certified  check. 

I  will  go  one  step  further  and  say  that  a  high  grade  banker's  aooept- 
ance  is  better  than  a  certified  check  for  the  reason  that  the  certified 
check  if  certified  at  the  request  of  the  holder  does  not  have  the 
security  behind  it  and  the  drawer  is  released  from  responsibility 
thereon.  If  the  bank  fails  you  are  a  creditor  of  the  bank  and  wiU 
be  protected  to  the  extent  of  your  pro  rata  part  of  the  resources.  In 
the  case  of  the  banker^i  acceptance,  if  the  bank  fails  you  eao  then 
look  to  the  drawer  and  can  also  hold  the  collateral  which  is  aecurity 
for  the  payment  of  the  acceptance. 

A  banker's  acceptanee  is  likewise  better  than  a  bank  balance.  It 
ia  an  excellent  reserve, — can  be  converted  into  actual  sash  any  day,-* 
and  is  a  sound,  safe  and  convenient  investment  for  a  savings  kank. 

THE  MENACE  OF  TAX-EXEMPTION 

Kingman  Nott  Robins 

Tax-exemption  is  as  old  as  our  systems  of  taxation,  but  it  in  only 
within  the  last  three  or  four  years  that  the  policy  of  tax-exemption 
has  become  so  great  a  menace  to  our  institutions  and  our  business 
fabric     We  see  that  lax-«xemption  as  we  have  it  todaf  ii  not  an 
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aeademie  problem  in  economics,  but  a  practical  matter  of  great  and 
vital  ooncem  to  everyone  of  us  when  we  realize  that  it  threatens: 

1.  The  very  existence  of  the  best  features  of  our  taxation  system, 
particularly  the  income  tax;  and 

2.  To  give  government  agencies  such  an  advantage  over  private 
business  in  borrowing  fimds  that  this  advantage  alone  is  enou|^  to 
make  a  government  monopoly  of  the  government  instrumentality  thus 
subsidized. 

Only  the  single  taxer  and  the  State  Socialist  will  face  such  an  out- 
come  without  concern.  All  others,  when  they  realize  the  facts,  must 
join  the  ranks  of  those  who  are  opposing  all  measures  to  continue 
and  extend  these  exemptions. 

QOVERNMENT  MONOPOLT  OT  BASEJSQ 

As  bankers  we  have  particular  reason  to  bestir  ourselves,  for  the 
reason  that  the  menace  of  this  tax-exemption  "craze''  most  directly 
•oncerns  banking.  Absorption  of  the  banking  functions  of  the  country 
by  the  government  is,  in  the  history  of  Stato  Socialism,  the  most 
important  first  step  in  the  general  socialization  of  business,  for  with 
the  control  of  the  purse  string  goes  that  other  control  which  the 
State  Socialist  seeks.  There  is  no  more  subtle  and  withal  simple  means 
of  putting  private  enterprise  in  banking  out  of  business  than  to  create 
a  government  banking  instrumentality  and  to  give  it  the  special  privi- 
lege of  freedom  from  all  taxes.  If  the  banker  will  figure  out  how 
much  his  bank  would  save  if  it  were  free  from  all  taxes  of  any 
character,  he  will  quickly  see  the  force  of  this  assertion.  Tax-exemp- 
tion alone  is  enough  to  put  the  government  institution  in  such  a 
favored  position  that  it  can  eventually  monopolize  the  field,  even  if 
less  efficiently  managed  than  its  private  competitors. 

The  first  encroachment  of  government  on  this  basis  of  special  privilege 
and  subsidy  in  competition  with  private  enterprise,  was  in  the  field 
of  farm  mortgage  banking,  through  the  creation  of  the  Federal  farm 
loan  banks.  Their  success  in  disposing  of  their  bonds  to  the  public 
at  an  interest  rate  about  1  per  cent,  below  the  going  average  rate  on 
taxable  mortgages  is  admittedly  owing  to  the  tax-exempt  feature,  bat 
it  is  enough  to  give  the  government  agencies  a  monopoly  of  the  field 
unless  they  are  managed  with  hopeless  inefficiency. 

It  is  now  proposed,  in  bills  pending  in  Congress,  to  extend  these 
subsidized  government  agencies  into  the  field  of  city  mortgage  bank- 
ing, personal  credit  banking,  and  export  trade  banking.  The  proposed 
Federal  home  loan  banks,  personal  credit  banks,  and  banks  for  financing 
the  export  business,  would  potentially  i>ccupy,  with  the  existing  farm 
loan  banks,  practically  every  banking  field*  on  a  tax-exempt  basis. 
Monopolization  by  these  government  agencies  of  the  banking  businesa 
•f  the  country  may  not  be  the  aim  of  the  sponsors  of  these  measures. 
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but  it  is  certainly  a  logical  poBsibility,  and  the  least  that  may  be 
■aid  is  that  these  measures  provide  for  a  vast  scheme  of  unfair  com- 
petition for  the  present  banking  interests  of  the  country. 

There  is  space  here  only  to  suggest  the  dangers  of  this  movement  to 
the  bsjddng  business.  The  other  dangers,  no  less  alarming,  can  also 
only  be  mentioned  briefly. 

NULLIFIOATION    OF   THE   INOOMB   TaX 

The  nullification  of  the  income  tax  Is  one  of  the  most  serious  results 
of  exempting  securities  from  taxation,  how  serious  we  may  judge 
from  the  fact  that  securities  already  outstanding  or  authorized,  which 
are  fully  or  partially  tax-exempt,  aggregate  nearly  90  billions,  or  40 
per  sent,  of  the  total  national  wealth,  apart  from  real  estate,  in  1012. 
At  the  rate  we  are  going  in  the  creation  of  new  non-taxable  issues, 
how  long  will  it  be  before  the  proportion  of  non-taxable  personalty 
will  not  be  40  per  cent.,  but  50  per  cent.,  60  per  cent,  and  more,  and 
the  income  tax  in  individuals  rendered  ineffective,  except  as  derived 
from  salaries  and  like  earnings?  After  years  of  agitation  to  relieve 
real  estate  of  a  burden  of  taxation  that  was  rapidly  beoonung  un- 
bearable, especially  in  the  large  centers,  and  after  years  of  aggravation 
and  inequity  in  ^e  administration  of  a  personal  property  tax  of  the 
old  type,  we  have  come  to  the  income  tax  as  the  most  equitable  and 
fair  and  effective  means  of  taxing  in  accordance  with  the  ''ability  to 
pay."  We  already  have  a  Federal  income  tax  and  income  taxes  in 
several  of  the  states.  Tomorrow  we  shall  undoubtedly  have  them  in 
the  cities.  They  are  the  obvious  solution  of  our  problem  of  carrying 
our  growing  burden  of  taxation  for  all  the  evidence  points  to  perma- 
nently higher  levels  of  public  expenditure  and  taxes  than  before  the 
war.  The  debt  of  the  United  States  has  grown  25  billions  in  6  years, 
making  the  annual  interest  burden  alone  equal  to  the  total  rev«iue 
of  the  government  in  the  last  pre-war  year,  and  equal  to  20  per  cent, 
of  the  estimated  annual  increase  in  national  wealth.  This  interest 
burden  plus  the  amortization  of  the  debt  plus  the  rapidly  growing 
public  expenditures  in  connection  with  both  new  and  old  functions  of 
government,  forbid  any  material  reduction  in  the  rates  of  the  Federal 
income  tax.  As  for  local  taxation — state,  county  and  city — the  in- 
crease in  revenue  from  taxation  must  be  rapid  to  keep  pace  with  a 
rate  of  growth  in  expenditures  that  is  even  greater  now  than  in  the 
decade  of  1902-1913  when  the  increase  was  113.2  per  cent,  as  compared 
with  a  growth  in  national  wealth  for  the  same  decade  of  only  75 
per  sent. 

It  would  be  financial  suicide  to  destroy  the  income  tax  revenue 
from  securities,  and  put  all  the  burden  on  service  incomes  and  realty, 
in  the  face  of  such  a  situation,  and  yet  that  is  exactly  what  we  shall 
be  Mng  if  we  do  not  at  once  remove  all  the  tax-exempt  features  of 
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future  iMues  of  securities.  There  may  be  a  Constitiitioiukl  questass 
iuTolved  in  the  question  of  making  taxable  the  issues  of  munidpsl 
and  state  governments,  but  no  such  question  affects  the  issues  of  tht 
federal  government  and  its  agencies.  Canada  saw  her  mistake  ia 
making  her  victory  loan  tax-exempt,  and  her  new  loan  is  taxable. 
Ohio  has  seen  the  light,  and  made  her  municipal  obligations  taxable 
within  her  borders.  How  long  will  it  take  the  other  states  and  ths 
Federal  government  to  apply  common  sense  and  simple  arithmetk 
to  their  financial  policies,  and  to  realuse  that  the  making  of  aaj 
securities  tax-exempt  robs  them  of  far  m<Hre  revenue  than  can  possib^ 
be  saved  to  them  or  their  beneficiaries  by  exemption?  The  truth  of 
this  is  well  illustrated  by  Congressman  McFadden  of  Pennsylvania, 
in  his  speech  of  June  16th  last,  when,  in  speaking  of  the  operatioai 
of  the  Federal  farm  loan  banks,  he  said: 

Cost  op  Tax  fizmmoir 

"^e  will  take  the  eaoe  of  a  farmer,  an  Iowa  fanner,  for  in  thai 
state  the  average  beneficiary  of  this  government  charity  owns  property 
worth  at  least  $15,000.  This  farmer  has  a  loan  of  0  per  cent,  from 
some  private  institution.  He  replaces  it  by  a  loan  from  the  Federal 
farm-loan  bank  of  6^  per  cent.  He  saves  $5.  The  $1,000  that  the 
farmer  receives  represents  a  bond  bought  by  a  millionaire  investor. 
Being  tax  free,  the  entire  $60  interest  that  the  millionaire  investor 
receives  on  this  bond  he  puts  in  his  pocket  instead  of  giving  $38^ 
of  it  to  the  government,  as  he  would  if  it  eame  from  other  seeuii^. 
In  local  taxes  this  $1,000  bond  escapes  at  least  $5  additional  tans. 
Here  is  the  net  result  of  this  government  owned  and  operated  bank 
scheme  as  at  present  nu : 

On  a  $1,000  Loa/n 

Fanner  saves $6.0$ 

Multimillionaire  makes 88.0$ 

Federal  government  loses  income  tax 38.6$ 

Local  government  loses  various  taxes 0.0$ 

American  people  pay 38.6$ 

To  give  farmer 5.08 

Costs  American  people 7. 78 

To   give    farmer 1.00 

(These  computations  were  made  when  the  revenue  law  of  1817 
was  in  effect.  Under  the  law  of  1010  the  eost  would  be  greater.— 
W.  E.  H.) 

^ever  in  the  history  of  government  has  there  been  such  an  obnoxSoas 
and  vicious  example  of  taxing  all  the  people  for  the  ben^t  of  the 
rich.  Never  has  there  been  such  a  vicious  and  unjustifiable  exan^lt 
of  class  legislation.    If  these  farmers,  owning,  on  an  average,  properiy 
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worth  more  than  $5,000,  must  be  the  objects  of  government  ekarity, 
then  it  would  eost  about  one-eighth  of  the  present  plan  to  give  them  the 
Bonej  direct. 

Kr.  HcFadden's  calculation  was  based  on  the  maximum  surtaxes  of 
the  1017  law.  Experience  shows  the  justification  for  using  these 
maTJimiTO  calculations  in  the  fact  that  these  tax-exempt  securities 
tend  to  concentrate  in  the  hands  of  the  heaviest  tax-payers  and  are 
held  by  them  for  the  express  purpose  of  reducing  their  taxes  in  the 
higher  brackets.  The  tables  of  comparative  income  on  taxable  and 
non-taxable  bonds  show  that  the  large  tax-payers  get  as  much  net 
income  from  a  5  per  cent,  tax-free  farm  loan  bond  as  from  a  taxable 
hood  yielding  from  17  per  cent,  to  22  per  cent.  It  is  obvious  by 
comparing  these  ratios  of  return  with  the  difference  in  yield  on  taxable 
tad  non-taxable  securities  at  the  present  market  price,  that  the  bor- 
rower on  tax-free  securities  does  not  gain  what  the  tax-payer  saves  by 
baying  them.  Four-fifths,  at  least,  of  the  tax-payer's  saving  in  taxes  is 
a  net  loss  to  the  state  and  its  beneficiaries,  on  the  basis  of  these 
reasonaUe  ealculations. 

Thb  Habdahip  on  Pbivats  Bobbowbw 

These  comparisons  of  the  relative  returns  to  the  investor  en  tax-free 
and  taxable  securities  bring  us  to  another  serious  danger  in  the  present 
situation.  We  have  seen  that  a  taxable  security  must  pay  17  per  cent, 
to  22  per  eent.  to  the  millionaire  to  warrant  his  purchase  of  it  in 
preference  to  a  tax-free  bond.  Even  the  man  with  a  taxable  income 
of  $60,000  to  $100,000  must  get  from  8  per  cent,  to  14  per  cent,  on  a 
taxable  bond  to  retain  as  much  net  income  as  he  would  derive  from 
a  S  per  cent,  tax-free  bond.  In  such  a  state  of  affairs,  what  is  the 
corporation  or  individual  who  must  borrow  without  the  government 
subsidy  of  tax-exemption  going  to  do?  No  staple  business  can  cntinue 
to  pay  rates  that  will  compete  with  these  rates  we  have  quoted  as 
being  necessary  to  interest  the  wealthy  investor  in  taxable  securities. 
Already  we  have  the  spectacle  of  the  strongest  companies  in  the 
country  paying  a  gross  rate  of  8  per  cent,  for  money,  while  the  cross- 
roads village  borrows  at  5  per  oent.  TaX'«xempt  municipal  seeorities 
for  1010  wiU  aggregate  $000,000,000. 

The  tax-exempt  obligation  of  the  frontier  farmer  commands  a  more 
favorable  rate  than  the  bonds  of  the  United  States  Steel  company 
or  the  underlying  utilities.  The  New  York  State  Commission  tm 
Bacons  truction  has  recommended  that  urban  real  estate  mortgages 
to  the  amount  of  $40,000  in  the  hands  of  the  holder  be  exempted  in 
order  to  save  the  plight  of  borrowers  in  the  cities,  and  to  relieve  the 
housing  situation.  The  President  of  the  largest  city  mortgage  company 
in  the  country  testified  that  "Investors  are  running  away  from  mort- 
gages and  will  continue  to  do  so,    (because)  government  bonBi  jutot 
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immed  paying  4%  per  cent,  yield  a  larger    (net)   return  than  6  per 
•eat  and  5%  per  cent,  mortgages." 

What  is  true  of  the  iinsubsidized  borrower  on  real  estate  mortgages 
is  not  less  true  of  other  classes  of  borrowers.  All  private  enterprise 
in  the  country  is  threatened,  for  the  competition  of  tax-exempt  securi- 
ties has  only  just  begun  to  make  itself  felt,  and  must  increase  as 
refunding  operations  become  necessary  and  the  volume  of  tax-exempt 
securities  increases.  Imagine  the  consequences,  for  example,  if  railway 
and  public  utility  securities  were  to  be  sponsored  by  the  government, 
as  is  proposed  in  many  quarters,  and  this  vast  volume  of  securities 
made  tax-exempt.  On  the  other  hand,  how  are  these  vital  services  to 
be  financed,  not  only  for  present  but  future  needs,  if  they  must  compete 
in  the  market  with  tax-exempt  securities? 

The  Effect  on  the  Mabkbt  fob  Taxabia  Sbcubitbbs 

The  final  danger  to  which  we  would  call  attention  here,  is  the  effect 
of  this  growing  volume  of  tax-exempt  securities  on  the  market  price 
of  taxable  securities.  As  the  quantity  of  tax-exempt  securities  in- 
ereases,  they  will  naturally  become  cheaper  through  the  operation  of 
tbe  law  of  supply  and  demand.  At  the  same  time,  as  the  prioe  of 
non-taxable  securities  falls,  and  the  yield  increases  with  the  increase 
in  the  supply,  these  tax-exempt  securities  must  become  increasingly 
attractive  to  the  investor.  There  must  consequently  be  a  corresponding 
decrease  in  the  sale-ability  of  taxable  securities,  and  a  fall  in  their 
price.  This  process,  therefore,  must  inevitably  depress  the  value  of 
taxable  securities  now  outstanding,  with  disastrous  results  to  the  hold- 
ers. No  investors  will  view  this  impending  depreciation  in  taxable 
securities  with  more  alarm  than  the  officials  of  the  savings  banks. 

We  confront  an  impossible  dilenmui,  fatal  both  to  new  enterprise 
and  our  present  business  fabric,  unless  an  immediate  halt  is  called  on 
the  issue  of  tax-exempt  securities,  and  outstanding  issues  retired 
as  rapidly  as  possible. 

SUMMABT   AND   CONOLUSION 

This  drastic  solution  of  the  problem  seems  so  obviously  necessary 
as  to  require  no  further  support.  Briefly  summarizing  the  argument^ 
we  find  that  the  exemption  from  tax  of  the  securities  of  government 
and  government  agencies: 

1.  Tends  to  create  a  governmental  monopoly  of  the  busineas  of 
inance  and  banking. 

2.  Destroys  the  equitable  working  of  our  taxation  systems,  nullify- 
ing the  income  tax,  and  putting  the  burden  on  realty  and  those  tax- 
payers least  able  to  bear  the  burden. 

3.  Threatens  to  depreciate  the  value  of  outstanding  taxable  securi- 
ties, and  to  make  the  financing  of  private  business  impossible,  and 
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4.  Thereby  forces  private  business  to  seek  goTemment  aid,  and 

5.  Consequently   destroys   private   initiative   in   business,   and 

6.  Thus  progressively  chedcs  all  national  progress  and  forces  the 
country  backward  rather  than  forward. 

Every  tax  expert  and  economist  in  the  oountry  who  has  expressed 
himself  on  tax-exemption  has  condemned  it.  It  has  no  defenders  on 
any  pleas  but  those  of  opportunism  or  special  interest.  It  is  a 
disease  of  the  economic  system  that  began  in  a  small  way, 
unofaBerved  by  any  but  experts,  but  it  has  now  reached  the  acute 
stage,  where  the  surgeon's  knife  is  required  to  save  the  patient.  Opiates 
will  only  make  the  case  worse.  The  patriotic  citizen  will  operate 
without  delay,  by  supporting  every  measure  to  repeal  existing  tax- 
exemption  privileges,  and  by  helping  to  defeat  every  project  for  new 
tax-exempt  issues. 

Prbsidbnt  Lebsner:  Before  any  questions  are  put  to  Mr. 
RobinB  on  his  interesting  paper^  I  would  like  to  make  the 
comment  that  I  believe  it  is  true  as  to  every  banker  that  it  is 
the  most  significant  and  interesting  period  in  any  man's  career 
where  he  is  in  that  state  of  transition  from  Vice  President  of 
the  Association  today  to  President  of  it  tomorrow,  and  where 
you  can  secure  that  imique  figure  if  you  were  to  leave  it  to 
an  audience  I  am  sure  that  they  wotdd  only  be  evincing  ordi- 
nary common  sense  to  avail  themselves  of  that  privilege.  We 
fortunately  are  in  that  position  today,  and  I  am  going  to  ask 
Vice-President  Richard  S.  Hawes  to  say  a  few  words. 

Mr.  Hawes:  Mr.  President  and  members  of  the  Savings 
Section,  I  had  not  anticipated  this  courtesy,  but  I  am  grateful 
for  the  opportunity  of  appearing  before  your  Section  for  a  few 
moments,  and  I  shall  not  burden  you  long. 

We  people  in  St.  Louis,  when  we  invited  you  here,  anticipated 
giving  you  a  warm  welcome  from  the  heart,  but  we  did  not 
think  we  were  going  to  give  you  a  warm  welcome  from  the 
outside,  and  this  unusual  nationwide  weather,  particularly  im- 
usual  for  St.  Louis,  is  distressing  to  us  indeed,  although  we 
understand  it  is  ten  degrees  cooler  here  than  anywhere  else, 
and  you  will  remember  that  a  great  deal  of  the  warmth  will 
be  occasioned  by  the  great  heartbeat  of  hospitality  receiving  you 
in  St  Louis.     (Applause.) 

I  am  particularly  pleased  to  appear  before  this  sectiom,  of 
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which  my  friend  Victor  Lersner  is  the  President  During  the 
past  year  the  experiment  of  adding  the  Presidents  of  the  large 
sections  to  the  Administrative  Committee  was  tried  out  and 
not  found  wanting.  It  was  the  best  and  most  democratic  and 
constructiye  measure  that  the  Association  has  ever  adopted. 

I  want  to  say  to  you  during  the  past  year,  while  it  has  been 
my  pleasure  to  sit  on  that  committee  with  your  President,  we 
have  had  some  yery  delicate  problems  iuYolving  policies  between 
sections,  between  kinds  and  characters  of  banks,  and  also  ad- 
ministratiye  problems.  In  the  interim  between  the  Gotmcil 
meeting  and  your  convention  meeting,  the  Administrative  Com- 
mittee is  what  its  name  indicates — ^the  administrative  body  of 
the  Ameriean  Bankers  Association.  It  is  the  most  important 
committee^  and  it  is  my  great  pleasure  as  your  Vice-President 
to  certify  to  the  fact  that  no  other  man  sat  on  that  Committee 
whose  counsel  was  listened  to  with  greater  respect,  and  whoee 
every  evidoiee  of  fairness,  equity  and  justice  was  more  ^iparent 
at  all  timee  than  Victor  Lersner.     (Applause.) 

He  is  my  personal  friend  and  he  is  your  representative,  and 
I  am  glad  to  earry  that  message  to  you.  I  am  sure  the  Presi- 
dent of  the  Assoeiation  would  do  it  if  he  were  here.  I  under- 
stand he  appeared  before  you  yesterday. 

You  of  the  Savings  Bank  Section  have  a  peculiar  interest  in 
this  convention;  one  that  doesn't  touch  the  eommercial  banks 
so  vitalfy.  I  refer  to  the  industrial  unrest  and  the  present 
economic  eonditions  which  seem  to  prevail  all  over  the  world, 
and  which  prevail  in  our  country  only  to  a  less  extent  In 
my  judgment^  gentlemen,  you  as  American  bankers  have  upon 
you  a  responsibility  which  as  a  body  you  should  take  home  and 
recognize.  Ton  must  take  your  part  in  the  solution  of  indus- 
trial conditions.  You  must  counsel  with  your  friaids  and  von 
must  fearlessly  take  the  side  of  right 

You  must  stamp  out  in  your  midst  wherever  you  find  it  the 
spirit  of  radicalism  and  Bolshevism  and  impress  upon  then 
always  the  true  American  spirit  of  liberty  and  co-operation  for 
mankind.    (Applause.) 

I  think  tiiat  is  our  sacred  duty  as  bankers;  and  I  do  not 
minimise  the  situation.     Some  of  us  pass  it  over,  and  some 
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of  US  think  it  doesn't  amount  to  an3rthing  more  than  talk  or 
paper  propaganda;  but  I  had  the  pleasure  the  other  night  of 
listening  to  Ambassador  Francis  of  Sussia  who  has  just  re- 
turned from  three  and  one-half  years  of  direct  contact  with 
the  Bolshevist  movement.  He  certifies  to  the  fact  that  millions 
of  dollars  have  been  sent  to  this  country  for  propaganda  work; 
that  every  Bussian  has  been  reached  whom  it  was  possible  to 
reach,  and  the  endeavor  has  been  to  ferret  into  this  country 
and  to  get  imder  the  skin  of  the  free  and  fair  and  honest 
American  laboring  man.  Those  horrible  and  terrible  catas- 
trophes which  have  been  visited  upon  Eussia  he  will  tell  you 
about  himself,  and  he  doesn't  minimize  the  danger  to  this 
country.  He  says  that  the  American  citizen  must  face  it;  and 
in  my  judgment,  gentlemen,  while  I  hold  no  brief  for  imion 
labor  in  the  slightest  degree,  I  seriously  oppose  certain  things 
they  have  done — ^but  I  believe  their  individual  members  are 
being  led  astray  by  radical  propaganda  prevailing  here.  I  believe 
it  is  our  sacred  duty  to  fight  that  to  the  end. 

Now,  gentlemen,  as  an  officer  of  the  Association  I  bespeak 
your  co-operation  always  with  the  Association.  The  Associa- 
tion is  yours,  its  officers  are  merely  your  servants.  Our  success 
is  measured  by  your  co-operation  entirely. 

You  will  have  before  you,  within  the  next  day  or  two,  several 
amendments  to  the  constitution  of  deep  import  to  the  progress 
of  the  Association.  It  is  absolutely  essential,  gentlemen,  if 
you  want  to  carry  on  the  work  of  your  Section,  and  the  work 
of  the  Association  as  a  whole,  that  we  increase  our  income. 
The  dues  have  been  graded,  we  believe,  in  a  fair  and  equitable 
manner;  the  smaller  banks  have  been  left  as  they  were,  at  $10. 
The  rates  are  graduated  up  to  the  larger  banks>  who  should  pay 
proportionately  the  larger  amount,  and  as  chairman  of  your 
Finance  Committee  I  bespeak  your  active  support  and  consid- 
eration in  the  passage  of  that  amendment  to  the  Constitution. 
In  doing  so  I  certify  to  the  effect  that  your  Section  shall  have 
what  it  needs  in  the  way  of  finance  next  year.    (Applause.) 

Now,  further,  gentlemen,  that  other  amendment  which  is 
of  deeper  import  to  your  Section  is  that  on  legislative  action. 
I  think  that  it  is  a  good  and  democratic  move.     There  are 
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Beveral  other  amendments  which  are  not  of  eqnal  import,  but 
are  important  and  the  Association  should,  I  think,  take  •ogni- 
zance  of  the  recommendations  of  its  Administrative  Committee 
and  its  General  Counsel. 

In  dosing,  I  ask  you  to  give  careful  thought  to  thoee  sub- 
jects which  may  be  presented  to  you  during  the  Convention 
which  have  to  do  with  the  great  problems  of  our  period, — ^I 
have  discarded  the  word  ''reconstruction^^  because  I  think  that 
it  applies  to  the  devastated  countries  of  Europe.  But  I  do 
believe  that  we  are  in  a  period  of  reconciliation — reconciliation 
of  all  of  the  elements  of  economics  in  industry  and  to  ncme  is 
charged  a  greater  duty  in  this  hour  than  to  the  banken  of 
America.     (Applause.) 

DISCUSSION  ON  TAX  EXEMPTION  MENACB 

Obobgb  L.  Ramsey 

I  come  in  a  modest  attitude  in  a  very  brief  dissent  on  tax  eouoiptioB. 
I  readily  appreciate,  gentlemen,  that  naturally  I  am  in  what  you 
tall  an  unfriendly  zone.  Hie  virtue  which  I  shaU  tender  to  you  in 
return  for  my  temerity  in  thus  addressing  you  will  be  the  brielnees 
of  what  I  have  to  say.  I  can  undertake  very  quickly  to  try  and 
demonstrate  the  points  in  favor  of  the  reasonableness  of  tax  exemption 
in  the  United  SUtes. 

First,  there  are  in  this  country,  in  all  the  world  for  that  matter, 
four  great  producers  of  raw  materials;  the  woodsman,  the  miner, 
the  fisherman,  and  the  farmer.     The  greatest  of  these  is  the  farmer. 

The  farmer  needs  tax  exemption  to  enable  him  to  borrow  mon^ 
cheaply  and  to  keep  the  farmer  on  the  farm — a  subject  in  which 
you,  as  savings  bankers  interested  in  investments,  are  naturally  in- 
terested. Keep  the  farmer  on  the  farm  and  thereby  we  sustain  the 
markets  of  the  entire  world.  If  he  can  borrow  money  cheaply,  he 
can  produce  cheaply  the  things  that  go  to  make  up  the  comforts  and 
the  happiness  of  human  existence. 

Now,  when  I  say  that  is  needed  in  order  to  keep  the  farmer  am 
the  farm,  I  say  it  because  of  the  entire  population  of  the  far-famed 
com  belts  of  the  United  States,  the  entire  population  of  that  immense 
section  of  this  country,  was  less  in  1910,  than  it  was  in  1890.  Tke 
population  of  the  state  of  Iowa,  the  farm  population  of  the  state  of 
Iowa,  was  less  in  1910  than  it  was  in  1900.  In  county  after  county 
in  the  state  of  Illinois,  the  farm  population  is  less  than  it  was  in 
IMO.     Take  McDonald  County  for  instance, — one  of  the  richest,  per- 
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hap«  the  Tery  garden  spot  of  the  whole  state — in  that  county  the  popu- 
ktion  was  less  in  1910  than  it  was  in  1870,  although  the  cities  W 
that  county  grew  in  population   160  per  cent. 

I  come  from  Montana,  a  farming  state  that  needs  sadly  the  lowest 
rate  of  interest  that  it  is  possible  for  farmers  to  get — as  does  erery 
other  section  for  that  matter.  I  have  organized  a  joint  stock  laad 
hank  and  I  have  done  it  because  it  is  a  pleasure  to  me  to  be  able 
to  lend  money  to  those  farmers  at  6  per  cent,  where  they  had  beca 
paying  10  per  cent.,  in  some  sections  of  our  state  even  now  thef 
are  paying  10,  9,  and  8.  The  bank  was  organized  equally  for  the 
profit  of  its  promoters  and  for  the  good  that  it  is  doing  the  farming 
community  of  Montana. 

Now,  the  dwellers  in  cities  are  able  to  borrow  money  at  low  rate 
upon  municipal  securities,  for  the  simple  reason  that  those  municipal 
securities  are  tax  free.  When  they  build  water  works  or  sewers  or 
boulevards  or  any  of  the  many  purposes  for  which  cities  borrow,  they 
borrow  at  a  low  rate  because  the  securities  are  tax  free.  If  the 
dwellers  in  cities  are  to  enjoy  the  tax  freedom,  why  shouldn't  the 
people  who  live  on  the  farm?  And  when  I  say  that  the  dwellers  in 
cities  enjoy  tax  free  securities,  I  have  only  to  call  your  attention  ts 
a  thing  that  occupies  my  attention  this  morning  in  the  newspaper. 

There  (indicating)  is  an  advertisement  of  a  St  Louis  bond  cooi- 
pany  advertising  100  different  issues  of  municipal  securities  which 
are  tax  free,  income  tax  free.  As  a  matter  of  fact  they  are  practically 
free  from  state  and  local  taxation,  even  in  the  state  of  Ohio.  Tl» 
Lookland  (Ohio)  Street  Improvement  bonds  are  free  in  Ohio;  Ham- 
ilton (Ohio)  Sinking  Fund;  Piqua  (Ohio)  Refunding;  Cincinnati 
(Ohio)  Viaduct  bonds — all  such  bonds  are  tax  free,  even  in  the  state 
of  Ohio— which  is  the  only  state  which  has  made  any  attempt  at 
all  to  pat  a  state  local  tax  on  municipal  bonds. 

A  Mbkbeb:  Are  they  bearing  their  share  of  the  burden  of 
our  war? 

Mb.  Ramsey:    Well,  they  are  free  from  Federal  income  tax. 

Now,  gentlemen,  the  basis  upon  which  the  farmers  of  this  country 
ask  for  a  tax  free  security,  a  device  of  tax  exemption  by  which  they 
can  borrow  cheaply  is  the  theory  of  the  greatest  good  for  the  great«st 
number.  And  that  is  the  principle  which  Congress  recognized  whea  it 
passed  the  Federal  Farm  Loan  Act  and  provided  for  tax  free  farm 
securities.  They  did  it  on  exactly  the  same  theory  under  whiek, 
after  the  War  of  the  Rebellion,  finding  that  when  they  came  to  make 
a  national  asset  currency,  and  to  do  away  with  the  state  circulation 
and  the  "wild  cat''  currency  of  those  days,  and  to  base  their  currency 
upon  the  Government  bonds  of  the  United  States — ^they  found  that  the 
device  to  their  surprise  reduced  the  interest  rate  at  which  the  gsvem- 
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ment  eould  borrow  money.  When  they  found  that  to  be  the  case  they 
actually  sought  to  drive  all  the  state  bank  circulation  out  of  existence, 
and  they  did  it  by  putting  a  10  per  cent,  tax  upon  state  bank  circula- 
tion; and  you  can't  defend  a  10  per  cent,  tax  on  state  bank  circulation 
by  any  manner  of  rhetoric  or  simile  or  argument  or  logic  which  yoa 
can  bring  to  bear,  except  that  of  the  greatest  good  for  the  greatest 
■umber. 

They  forced  state  bank  circulation  out  of  existence  so  there  could 
be  nothing  in  the  way  of  a  national  asset  curroicy,  and  yet  you  cannot 
defend  the  theory  of  taxing  one  class  of  banks  as  against  another 
class  of  banks  on  the  theory  of  the  greatest  good  for  the  greatest  num- 
ber. It  is  upon  that  theory  that  we  ask  for  a  tax  exempt  security 
by  which  the  farmer  can  borrow  money  at  low  rates.  After  the  im- 
position of  that  law,  there  was  five  thousand  times  greater  effort  to 
bring  about  a  repeal  of  the  state  bank  tax  than  there  has  ever  yet 
been  made  to  repeal  tax  exemption  in  this  country  during  the  last 
year  or  so,  and  yet  Congress  paid  no  attention  to  it.  They  couldn't, 
because  it  was  for  the  greatest  good  and  for  the  greatest  number, 
and  therefore  a  public  policy. 

By  the  same  token  the  Congress  of  the  United  States  put  a  similar 
10  per  cent,  tax  on  oleomargarine  a  number  of  years  ago.  There  isn't 
a  man  alive  (even  Daniel  Webster  couldn't)  who  could  frame  an  argu- 
ment to  defend  a  10  per  cent,  tax  on  oleomargarine,  merely  in  the 
abstract  a  manufactured  article;  there  isn't  an  argument  in  favor  of 
taxing  one  manufactured  article  against  the  other.  No  more  reason 
why  you  should  tax  a  brass  bed  than  you  should  tax  an  iron  bed, 
that  you  should  tax  oleomargarine  and  not  tax  butter.  The  dweUera 
in  cities  made  a  tremendous  outburst  and  protest  against  it,  as  yoa 
all  remember.  They  said  they  didn't  want  a  tax  of  10  per  cent,  on 
oleomargarine,  that  oleomargarine  was  used  in  place  of  butter — it  was 
just  as  good  as  butter  to  cook  with  anyhow,  and  they  didn't  want  a 
tax  <»  it. 

Regardless  of  the  protest  of  our  banking  interests  of  this  country, 
and  the  dwellers  of  the  cities  of  this  country,  the  10  per  cent,  tax  on 
oleomargarine  was  allowed  to  remain  because  it  was  for  the  protection 
of  the  farmer  and  to  keep  the  farmer  on  the  farm.  But  it  is  a  matter, 
gentlemen,  that  we  ask  you  to  give  serious  thought  to;  please  give 
friendly  thought,  if  you  can,  to  the  honesty  and  the  reasonableness 
sad  the  harmony  with  the  principles  of  this  case  for  a  tax  free  security 
on  whkh  the  farmer  can  borrow  money  at  a  low  rate. 

ErVBOT  ON  PnOB  of  TaZABCJI  SBCfUBITIBS 

The  second  point  is  very  brief  and  it  is  this,  that  having  tax  free 
bonds  does  not  affect  the  value  or  the  price  of  securities  in  this  eoontry 
at  all.     It  is  this   (showing  an  advertisement)   list  of  bonds — ^this  is 
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onlj  one  bond  house  or  one  set  of  income  tax  free  bonds  that  affects 
the  price  of  Qoyemment  bonds,  Liberty  Loan  bonds  right  now,  is  the 
great  amount  of  liquidation  going  on  among  the  small  holders  who 
bought  them  simplj  out  of  a  spirit  of  patriotism  at  par  and  who  are 
now  selling  them.  These  bonds  fluctuated  and  will  continue  to  fluctuate 
until  they  find  their  way  into  the  hands  of  permanent  holders.  Until 
that  time  the  price  of  the  bonds  will  be  below  par. 

This  does  not  affect  tax  free  bonds,  by  which  the  farmer  can  borrow 
money  cheaply.  It  does  not  affect  even  the  price  of  Qoyemment  bonds 
for  this  reason:  There  is  in  this  country  today  $7,000,000,000  of 
municipal  securities  outstanding  with  $2,000,000,000  being  issued  this 
year,  of  bonds  which  are  tax  free.  There  is  in  this  country  four  billions 
of  dollars  of  mutual  sayings  banks  securities  which  are  free  of  Federal 
income  tax.  There  are  in  this  country  one  billion  seyen  hundred  millicm  of 
building  and  loan  association  securities  which  are  Federal  income  tax 
free.  There  are  in  this  country  four  millions  of  the  first  to  the  fifth 
Liberty  Loan,  Federal  income  tax  free.  There  are  in  this  country  a 
hundred  million  dollars  of  the  stock  of  the  Federal  reserye  banks, 
tax  free.  There  are  three  hundred  millions  of  tax  free  bonds  of  Federal 
land  bank  bonds. 

Now,  there  is  a  total  of  $16,100,000,000  and  do  you  undertake  to 
tell  me  that  three  hundred  millions  of  the  Federal  land  bank  bonds 
can  possibly  affect  the  price  of  a  total  issue  of  $16,000,000,000?  That 
is  in  the  ratio  of  about  one  to  thirty-two.  It  can't  affect  the  price 
of  the  total  in  any  appreciable  degree  whateyer,  gentlemen. 

The  City  of  New  York,  which  issues  bonds  which  of  course  are  free 
from  Federal  income  tax  and  are  free  from  all  taxation,  has  a  billion 
four  hundred  and  fifty  million  of  bonds  outstanding.  So  far  as  people 
interested  in  the  Federal  land  banks  can  determine,  there  will  probably 
neyer  be  to  exceed  a  billion  dollars  of  loans  made  by  the  Federal 
land  banks  and  the  joint  stock  land  banks.  Now,  if  the  total  does 
not  exceed  a  billion  dollars,  and  I  don't  see  how  it  can,  because  in 
this  country  there  is  only  a  total  of  four  billions  of  farm  mortgages 
outstanding  altogether,  and  of  that  four  billions  the  life  insurance 
companies  hold  eight  hundred  millions  and  fully  thirty  to  thirty-fiye 
per  cent,  of  that  four  billions  are  mortgages  simply  passing  between 
indiyiduals — sale  mortgages,  bargain  agreements,  things  of  that  sort, 
therefore,  I  don't  see  how  they  can  eyer  profit  any  to  the  Federal 
Land  Bank  and  Joint  Stock  Land  Bank  to  exceed  one  billion  dollars — 
and  that  is  only  two-thirds  of  the  amoimt  of  the  New  York  state  banks 
alone.  Gentlemen,  I  ask  you,  sayings  bankers  in  New  York  and  sayings 
bankers  of  the  Middle  West  and  Pacific  Coast,  from  which  will  you 
get  the  greatest  return,  the  Federal  tax  on  four  billions  of  credit  in 
New  York  city  or  the  mere  milli6n  of  tax  free  farmers'  bonds? 

If  you  should  exempt  from  the  Federal  income  tax  law  all  interest, 
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M  intereet,  you  would  only  affect  4  per  cent,  of  the  income  tax  re- 
eeipts  of  the  United  States  QoTemment.  In  other  words,  32  per  cent, 
of  the  income  tax  gathered  by  this  country  comes  from  corporations; 
33  pw  cent,  from  personal  taxes,  19  per  cent,  from  excess  on  diridends, 
12  per  c^t.  from  rents  and  royalties  and  4  per  cent,  from  interests; 
and  oUr  the  question  of  interest,  in  analogy  with  the  tax  free  farm 
bonds  is  exactly  the  same  notch  and  same  groove. 

Under  this  law  the  United  States  Qoyemmait  money  is  loaned  to 
joint  stock  land  banks,  who  are  private  corporations,  organised  for 
profit,  and  they  can  never  make  any  great  profit  from  it.  Th^  can 
loan  to  the  farmers  at  6  per  cent,  but  as  banks  they  can  never  make 
any  great  profit  for  the  reason  that  they  are  limited  in  the  volume 
of  their  business  to  fifte^  times  their  capital.  When  a  joint  stodc 
bank  has  mortgaged  to  fifteen  times  the  capital  it  will  either  cease 
business  or  increase  the  capital.  The  spread  can  never  be  more  than 
1  per  cent,  per  annum,  all  expenses  having  to  be  paid  and  therefore 
ths  bank  can't  possibly  make  any  greater  spread  than  15  per  eent^ 
When  its  total  maximum  is  outstanding  it  makes  a  total  gross  of 
15  per  cent  plus  fi  per  cent,  earning  on  its  capitaL  Assuming  that 
•very  dollar  of  its  capital  is  invested,  there  is  a  total  spread  of  21 
per  cent  which  the  joint  stodc  land  bank  can  make,  and  out  of 
which  it  has  to  pay  all  of  its  expenses,  therefore  the  government, 
in  providing  a  law  by  which  the  farmer  may  borrow  money  at  a  low 
rate,  also  hedges  it  about  by  restrictions  and  makes  it  as  a  profit- 
earner  merely. 

With  those  reasonable  thoughts  before  you,  I  ask  your  fair  consider- 
ation for  the  tax  exemption  as  it  applies  to  the  borrowing  farmer. 

A  farmer  comes  into  an  establishment;  he  borrows  at  5^  per  orat. 
from  the  government  or  6  per  cent.  fr<Hn  the  joint  stock  banks;  he 
borrows  a  thousand  dollars  at  6  per  cent  At  the  end  of  six  months 
he  pays  $35,000.  This  is  very  simple — ^no  building  loan  association 
•omputations;  there  is  no  compound  interest  about  it;  there  is  no 
actuarial  table;  there  is  nothing  except  plain,  simple  6  per  cent,  in- 
terest. For  thirty-three  years  he  pays  6  per  cent  interest  on  that  1 
per  cent,  per  annum  to  apply  on  the  principal.  At  the  end  of  thirty- 
three  years  he  has  paid  a  note  with  thirty-three  1  per  cent  payments — 
the  prettiest  thing  in  figures  ever  devised,  gentlemen,  and  the  thing  that 
will  help  the  farmers  of  this  country  to  get  some  measure  of  independ- 
ence, which  they  are  getting  now. 

I  lived  up  in  the  New  England  country  close  to  the  shores  of  Lake 
Champlain  on  the  New  York  side,  and  I  know  the  farmers  and  the 
damnable  existence  that  they  lived  for  years  and  years  and  the  down- 
at-the  heel  condition  of  the  farmer  and  his  family — whidi  has  been 
bettered  to  a  large  degree  lately  by  high  prices  due  to  the  war — but 
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which  prices  will  recede  when  we  again  regain  our  equilibrium,  at 
they  resumed  after  the  War  of  the  Rebellion. 

A  farmer  comes  to  you  to  borrow  a  thousand  dollars  at  6  per  cent, 
and  at  the  end  of  thirty-three  years  he  has  paid  at  the  rate  of  $6.00 
per  annum  on  the  principal  and  the  interest  so  that  at  the  end  of 
the  first  year  there  is  due  us  995.00  and  we  charge  6  per  cent,  on 
$995.00,  and  the  next  six  months  when  he  pays  in  the  second  $90 
we  only  get  $29.85,  and  he  thus  discharges  the  obligation.  Gentlemen, 
it  is  too  much  for  you  to  think  of  trying  to  take  it  away  from  the 
farmer  of  America.     (Applause). 

Does  Agbioultubb  Nebd  Subsidy? 

Mb.  Bbach  :  I  would  like  to  say  just  a  few  words  in  corrob- 
oration of  some  of  the  statements  of  the  last  speaker.  He  told 
us  of  the  lessened  production  of  the  com  belt  and  of  the  farms 
of  the  Northwest,  and  I  want  to  say  that  in  New  York  State 
there  has  been  a  great  movement  from  the  country  to  the  urban 
places  to  dwell. 

If  we  should  take  a  map  of  New  York  state  and  put  a  red- 
headed pin  in  every  country  town  which  had  a  less  population 
than  it  had  twenty  years  ago,  when  you  got  through  our  map 
would  look  like  a  strawberry  bed  in  June.  But  that  condition 
is  going  to  right  itself  by  the  immutable,  inexorable,  unchange- 
able law  of  supply  and  demand. 

Just  a  short  illustration:  Suppose  there  was  a  raft  out  in 
the  middle  of  a  lake  and  it  was  covered  with  people  or  partly 
covered  with  people.  If  all  of  those  people  moved  to  one  side 
of  the  raft  it  would  begin  to  tip,  and  just  as  soon  as  those 
who  are  next  to  the  edge  begin  to  get  their  feet  wet,  they  would 
start  for  the  other  side  and  right  the  raft.  Every  man  and 
every  boy  that  has  left  a  farm  and  gone  to  a  city,  has  taken 
with  him  a  body  and  a  mouth  that  has  to  be  fed,  and  in  the 
city  that  body  of  his  produces  nothing  to  eat  and  just  as  soon 
as  the  time  comes  that  there  is  not  su£5cient  food  coming  off 
the  farms  to  supply  the  people  in  the  cities,  the  people  in  the 
cities  are  going  to  move  back  to  the  farm  by  the  law  of  supply 
and  demand. 

The  farmer  doesn't  need  any  special  class  legislation.  (Ap- 
plause). 
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Mr.  Well:  I  come  from  the  Central  West  and  I  believe  I 
can  make  an  explanation — ^I  don't  want  you  folks  to  think  our 
farmers  are  all  moving  in  town.  I  would  like  to  ask  the  gentle- 
man one  question:  Has  our  production  in  the  West  increased 
or  decreased  since  1880? 

Mr.  Ramsey:  Increased. 

Mr.  Well:  Increased.  I  will  tell  you  why  we  can  spare 
some  of  our  farmers.  I  was  raised  on  a  farm.  When  I  was 
raised  on  the  farm  we  plowed  with  a  12-inch  plow  with  one 
team  of  horses;  now,  one  man  plows  with  three  to  six  horses, 
with  from  one  to  three  plows — or  you  will  find  him  with  a 
tractor  and  he  may  have  six  plows.  So  that  while  our  farmers 
may  have  reduced  in  number  our  acreage  has  not  reduced.  One 
man  can  do  more  now  than  he  could  do  in  1881. 

Mr.  J.  F.  Hardin  (Eldora,  la.) :  The  speaker  from  Mon- 
tana mentioned  the  decrease  in  population  in  Iowa.  Why  the 
decrease  in  population?  They  got  so  rich  they  went  out  to 
California.  (Applause.)  The  farming  element  of  Iowa  has 
decreased  because  they  got  so  rich  that  they  buy  the  adjoining 
farm.    Our  farms  are  increasing,  instead  of  decreasing  in  size. 

Now,  the  gentleman  also  says  that  it  is  on  the  theory  of  the 
greatest  benefit  to  the  greatest  number.  What  proportion  of  the 
farmers  of  the  United  States  will  get  the  benefit  of  his  tax 
exemption?  About  one  farmer  in  a  hundred.  Is  that  the 
greatest  good  to  the  greatest  number  ?  Must  the  other  99  farm- 
ers pay  the  burden  of  our  war  debt  in  order  that  one  farmer  in 
a  himdred,  or  owners  of  the  Joint  Stock  Land  Banks,  can  escape 
their  share  of  the  just  burden  of  the  greatest  war  for  the  greatest 
principle  that  ever  existed  in  the  world?    (Applause.) 

If  it  were  a  private  individual  that  was  seeking  to  avoid  his 
share  of  the  war  debt,  what  would  you  call  him?  You  would 
call  him  a  slacker,  wouldn^t  you?  You  would  call  him 
a  slacker  in  Montana,  the  man  who  fails  to  come  up,  who 
didn't  buy  his  share  of  the  Liberty  and  Victory  bonds.  You 
would  also  call  the  man  in  Montana  a  slacker,  who  in  some 
way,  by  hook  or  crook,  whether  by  legislation  or  not  by  legisla- 
tion, escapes  paying  his  just  share  of  the  war  debt. 

Another  point,  the  joint  stock  land  bank  men  fail  to  tell 
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Tis  that  for  thirty-three  years  they  get  one-sixth  of  all  the  interest 
that  the  fanner  pays  on  the  loan.  Now,  let's  be  square  in  this 
deal.  Friends,  I  am  afraid  I  can't  be  calm  about  this  matter 
when  I  see  the  injustice  of  escaping  taxation.  Mr.  Bamsay 
spoke  about  municipal  bonds  being  exempt  from  tax.  He  says 
that  prior  to  1913  even  they  escaped  paying  their  just  share 
of  the  burden  of  the  war  debt  Since  1913  all  those  loans  he 
quoted  are  paying  their  just  proportion  of  the  burden  of  our 
war. 

Mr.  Bamsay  :    Only  bonds  issued  in  Ohio. 

Me.  Hardin:  Now,  another  thing,  a  municipal  bond  helps 
every  man,  woman  and  child  in  that  town,  and  therefore  the 
mimicipality  gets  a  reduction  in  the  rate  of  interest.  That 
reduces  the  taxes,  and  every  man,  woman  and  child,  gets  the 
benefit  of  it,  instead  of  one  in  a  hundred. 

In  my  district  last  year  the  average  asset  of  the  farmer  who 
made  a  Federal  farm  loan  was  $14,000.  Would  you  call  that 
man  a  proper  subject  for  charity  ?  Must  the  Government  go  to 
work  and  extend  aid  to  that  poor,  downtrodden  farmer  who 
is  worth  $14,000  in  order  that  he  may  escape  the  just  share 
of  pa3ring  the  great  war  debts  that  you  and  I  have  to  pay? 
Must  he  unload  onto  the  ninety-nine  farmers  his  share  and  es- 
cape scot-free,  and  not  pay  his  share  of  the  war  debt? 

More  than  that,  I  accuse  the  Federal  Farm  Loan  Bank  of 
openly  violating  the  law  by  loaning  the  farmers  in  my  state 
more  than  $10,000 — ^that  is,  a  Federal  farm  loan  and  not  joint 
stock  land  bank  loan.  The  law  expressly  says  you  shall  not, 
and  yet  they  do  repeatedly  in  our  state.  You  can  deed  to  your 
hired  man  a  third  interest  in  your  farm,  and  to  your  wife  an- 
other interest,  and  borrow  $28,000  as  a  man  did  in  our  county — 
when  the  Federal  farm  loan  man  came  to  our  county  to  get 
the  First  National  Bank  to  take  it  up  the  banker  said,  "Oh, 
you  only  loan  $10,000  to  one  man^';  he  said,  "Never  mind  that, 
we  get  around  that  by  letting  him  deed  it  to  the  hired  man 
and  then  deed  it  back.**  The  bank  man  said,  "Hold  on,  we 
don't  have  to  violate  the  law  in  order  to  do  business  in  our 
community.*' 

Why  is  it  that  the  Liberty  Loan  is  quoted  at  94  and  the 
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Federal  Fann  Loan  at  102%  and  sometimes  103^  if  there  is 
not  any  distinction  between  the  two? 

The  speaker  said  that  by  taxing  the  state  bank  currency  10 
per  cent,  they  knocked  ont  all  state  banks  from  issuing  currency. 
That  is  jnst  what  the  Federal  Farm  Loan  Bank  is  trying  to  do. 
It  is  trying  to  knock  yon — ^the  savings  banks,  and  life  insurance 
companies,  the  widowed  and  the  orphaned — out  of  that  field 
of  investment  by  exempting  from  taxes  the  bonds  of  the  Federal 
Farm  Loan  Bank  and  the  Joint  Stock  Land  Bank. 

I  come  back  to  the  question,  How  can  it  be  right?  I  don't 
care  whether  municipalities  bonds  are  exempt  or  not;  that 
that  doesn't  excuse  ihe  fact  that  the  man  who  goes  into  this 
business,  and  who  issues  these  bonds,  tax-free — ^I  can't  get  away 
from  the  fact  that  that  man,  I  don't  care  whether  he  lives  in 
Montana,  or  lives  in  Iowa,  or  lives  in  your  state — ^the  man 
who  is  not  paying  his  share  of  the  burden  of  the  war  is  a— 
(Here  the  speaker  closed  his  speech  with  a  wave  of  the  arm) 
(Applause.) 

Pbbsibbnt  Lersnsr:  I  realize  it  is  getting  late,  and  you 
gentlemen  have  given  most  earnest  consideration  to  all  the 
subjects  brought  before  you  but  there  is  something  that  has 
just  been  brought  to  my  attention,  and  it  concerns  itself  irith 
tiie  thou^t  I  have  of  every  American  man,  woman  and  cbild, 
and  that  is  the  solution  of  the  tremendous  problem  of  the  suc- 
cessful co-operation  of  capital  and  labor. 

The  people  ^hp  own  this  building  and  who  are  the  operators 
of  the  electric  light  and  power  companies  of  this  city,  have 
an  organization  called  the  ^^Employees  Mutual  Benefit  Abso- 
ciation"  which  is  said  to  giv^  a  practical  solution  to  that  im- 
portant question,  and  the  attorney,  for  this  association,  Mr.  John 
M.  Qanz,  is  here,  and  would  be  ^ry  glad  to  give  you  a  ten- 
minute  talk  on  the  practical  functioil  of  this  very  big  problem. 

THE  EMPLOYEES'  MUTUAL  BEN^EFIT  ASSOCIATION 
John  M.  Oanz 

s 

It  was  somewhat  of  a  surprise  to  me  to  be ""  requested  to  eome  up 
here  to  speak  on  this  subjeet,  especially  to  a  grcrup  of  bankers  but  we 
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are  more  •r  less  in  touch  with  the  same  people.  We  employ  labor, 
and  they  take  their  earnings  and  they  intrust  them  to  you.  You 
are  their  fiduciary  in  a  way;  we  are  their  partners;  and  I  think 
that  in  that  word  "partner"  lies  more  or  less  the  solution  of  labor 
question  today. 

The  Union  Electric  Light  and  Power  Company  of  St.  Louis  has 
arriyed  at  a  practical  form  of  partnership  with  their  employees,  not 
sudden^  but  gradually.  The  solution  of  these  questions  does  not 
flash  out  openly  and  suddenly  upon  the  managers  of  a  business  enter- 
prise. They  have  to  agree  to  it.  Now  I  can  readily  appreciate  that 
from  the  arguments  I  have  just  heard,  others  appear  from  time  to 
time,  and  you  gradually  adjust  yourselves  to  these  problems  and  you 
study  over  them  until  finally  you  see  the  solution.  It  haa  been  that 
way  with  us  in  our  relationship  with  our  workers. 

We  have  taken  our  workers  into  a  practical  form  of  partnership, 
and  we  grew  into  it.  We  did  not  plan  this  thing  in  its  entirety  like 
an  architect  draws  the  specifications  of  a  house.  We  were  all  in  a 
business,  and  as  things  came  along  we  gradually  strove  to  meet  the 
problems  of  ourselves  and  of  our  employes,  and  out  of  that  has  grown 
the  situation  which  we  feel  is  in  the  very  form  of  the  plans  in  effect 
in  this  country  today. 

Our  relati<»iship  with  our  employes  started  in  1912.  We  organised 
then  the  l^ployes  Mutual  Benefit  Association.  It  was  chiefly  a  wel- 
fare proposition.  It  was  not  a  labor  proposition.  It  was  not  a  profit 
sharing  proposition.  It  was  merely  to  give  the  employes  a  collective 
idea  of  their  family  responsibilities  and  their  personal .  responsibilities, 
and  their  property  responsibilities. 

We  elected  a  board  of  directors;  they  elected  officers.  We  took  the 
employes  in  as  members;  they  paid  monthly  dues;  the  company  con- 
tributed an  equal  amount  to  what  the  employes  contributed.  That 
sounds  simple.  Tou  have  heard  of  that  all  over  the  country — employes 
loan  and  aid  associations — but  this  is  different. 

After  we  had  gone  along  that  way  for  a  while  the  employes  began  to 
realiae  the  benefits  they  received  out  of  this.  When  an  employe  died 
they  saw  his  widow  receive  $300.00  in  cold  cash  in  twenty-four  hours. 
If  one  were  side,  he  drew  his  dollar  a  day  right  straight  along  during 
the  time  of  his  sickness.  If  one  were  sick  and  he  didn't  have  a  physi- 
cian of  his  own,  he  could  have  the  association  physician.  We  now 
have  a  staff  of  five  physicians  and  we  furnish  operations  to  the  em- 
ployes at  a  reduced  cost.  These  physicians  are  scattered  in  different 
districts.  When  the  employe  applies  to  the  physician  of  his  district,  he 
gets  free  medical  attention  for  himself  and  his  dependents  under  eighteen 
years  of  age.  He  also  draws  a  dollar  a  day  and  if  he  dies  his  depend- 
ents get  $300.00.    That's  all  for  fifty  cents  a  month. 

That  interested  the  employee.     They  finally  became  very  loyal  to 
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their  Mutual  Aid  ABSociation,  becauBO  it  secured  practical  reaults  to 
them  at  a  time  when  they  most  needed  it. 

Along  with  that  was  organized  the  Savings  and  Locm  Assoeiation. 
Our  employes  had  no  loan  or  savings  institution,  but  they  were  not 
interested  until  we  started  one  among  the  employes — ^the  Employes 
Savings  and  Loan  Association,  which  after  four  years  has  about 
1400  members.  Out  of  that  number  1071  have  made  loans  to  buy  homes. 
(Applause). 

We  believe  that  we  have  the  highest  class  of  industrial  workers  in 
this  town  or  any  other  town — ^but  that  is  one  of  the  reasons  why  we 
believe  it.  When  a  man  has  a  home,  when  he  is  interested  in  building 
a  home,  he  becomes  a  property  owner,  and  he  immediately  begins  to 
rise  up  and  feel  like  a  unit  in  the  community,  as  a  man  should  feel; 
he  begins  to  appreciate  property  rights  because  he  has  property;  he 
begins  to  get  interested  in  questions  of  taxation  and  property  protec- 
tion, what  the  Police  Court  is  for,  and  all  those  things  that  he  is 
paying  for,  and  he  gets  because  he  has  property.  I  have  been  told 
by  men  who  were  there  that  all  the  troubles  of  Mexico  are  due  to 
the  fact  that  people  down  there  have  no  property,  and  therefore  they 
cannot  respect  property;  that  a  man  that  knows  nothing  doesn't  care 
about  anything  except  the  next  meal,  and  he  is  going  to  get  it  anyway 
he  can.  So  our  men,  1,061  out  of  1,400,  have  taken  part  in  this 
Savings  and  Loan  Association. 

Then  the  Savings  and  Loan  Association  began  to  get  interested  in 
the  higher  welfare  of  their  membership,  not  merely  to  have  a  doctor 
when  they  are  sick,  or  a  dollar  a  day,  or  $300  death  benefit,  but  of  the 
items  of  labor  and  employment  and  they  asked  among  themselves,  Why 
can't  we  act  as  a  union  in  the  matter  of  making  contracts  for  our 
employers;  we  all  belong  to  this  thing;  why  can't  we  all  act  together! 
And  that  is  what  they  did.  They  proposed  a  labor  contract  with  the 
company.  The  company  was  not  averse  to  that  idea  because  it  was 
an  opportunity  to  give  these  men  an  insight  into  the  problems  of 
management.  It  was  a  first  step,  so  the  company  entered  into  a 
contract  with  the  employes  through  the  association  whereby  the  em- 
ployes agreed  to  furnish  all  the  labor,  all  the  help  required  for  the 
running  of  this  big  organization.  The  company  agreed  to  an  eight 
hour  day,  to  employ  none  but  those  furnished  by  the  association,  to 
adjust  wages  every  six  months  on  the  basis  of  the  Annalist's  index 
number  of  the  eost  of  living. 


Wage  AGBssiaBNTS 

Those  men  know  now  more  about  how  wages  should  be  seien- 
tifically  ealculated  than  they  would  have  known  in  fifty  years  under 
the  old  plan,  because  they  get  together,  analyze  these  things,  ask  a 
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villioB  questions.    These  men  know  what  the  Annalyst's  index  numher 
is,  and  what  it  indicates — ^the  fluctuation  in  the  cost  of  living. 

Immediately  thereafter,  when  they  had  agreed  to  furnish  the  labor 
and  had  agreed  to  this  plan  of  contract  the  men  said,  "Well,  now, 
we  want  representatives  to  approach  our  department  heads  and  our 
management  to  cure  any  gricTances  or  complaints  which  we  have,"  so 
they  incorporated  into  their  labor  contracts,  that  every  group  of  fifty 
men,  whether  it  is  a  craft  or  whether  it  ia  a  consolidation  of  groups, 
shall  have  the  right  to  elect  representatives  to  approach  the  depart- 
ment heads  to  make  the  semi-annual  wage  agreement  solid,  to  make 
agreements  relative  to  sanitary  conditions  and  working  conditions  and 
safety  conditions.  They  took  over  the  safety  work  and  conducted  the 
appointments  of  the  central  safety  committee,  the  safety  sub-committees, 
in  group  or  department  of  the  company. 

So  the  men  now  are  looking  out  for  their  own  safety,  because  having 
been  led  to  think  about  property  rights,  and  life,  and  physical  condi- 
tions, and  family  Iobs  and  suffering,  they  are  beginning  to  look  out  for 
themselves  in  a  reasonable  and  logical  and  scientific  way.  And  we 
are  proud  of  those  workmen,  and  for  that  reason  that  they  have  shown 
us  that  they  are  able  to  handle  problems  of  management — and  they 
don't  stop  there. 

The  next  point  was.  Why  shouldn't  they  have  a  man  on  the  board 
of  directors  of  the  company  through  these  labor  adjustment  committee 
men.  80  when  a  man  has  a  grievance  that  is  material  he  takes  it  to 
the  labor  adjustment  committee,  his  labor  adjustment  committeeman 
takes  it  to  his  onploye-member  of  the  board  of  directors.  Last  spring 
the  company,  realizing  that  it  was  inevitably  coming,  that  it  was  the 
proper  way  to  teach  the  men  the  problems  of  management  and  to 
bring  them  in  so  that  they  could  understand  what  the  traffic  work 
is,  so  that  they  would  know  whether  or  not  they  were  reasonable  or 
unreasonable,  put  an  employee  upon  the  board  of  directors  of  the 
company  so  he  would  know  what  was  going  on. 

These  men  by  ballot  went  all  over  the  works,  they  campaigned  like 
a  political  campaign  for  this  man  or  that  man  or  the  other  man; 
there  were  six  or  eight  or  ten  candidates,  and  an  engineer  running  an 
engine  in  the  power  station  was  elected  a  member  of  the  board  of 
directors  of  the  Union  Electric  Light  and  Power  company.  He  has 
been  sitting  there  regularly  in  the  meetings  ever  since.  He  is  an  in- 
telXigent  and  capable  man,  and  he  knows  what  is  going  on,  and  he 
knows  the  problems  the  management  is  up  against.  He  goes  out  among 
the  labor  adjustment  committeemen  and  those  other  committeemen 
and  he  tells  them  what  is  going  on,  and  they  know  since  they  have 
come  in  contact  with  the  labor  adjustment  committee,  since  they  have 
a  member  elected  to  the  board  of  directors,  they  don't  speak  of  it  as 
"ihe*'  company,  they  speak  of  it  as  ''our^  company.     (Applause). 
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The  next  step  after  these  adjustment  committees  were  organized  and 
started  to  making  these  semi-annual  agreements  with  respect  to  wages» 
was  to  take  them  still  further  into  the  management  of  the  company. 
I  am  really  talking  on  co-operative  management,  because  that  is  the 
solution  of  these  difficulties.  The  men  must  know  the  problem  that  you 
have  in  order  to  be  reasonable  with  you  and  to  co-operate  with  you. 
So,  the  next  step  was  to  institute  a  profit  sharing  plan  through  these 
labor  adjustment  committees.  The  group  oonunittees — twenty-four  of 
them — ^met  in  one  big  meeting,  and  they  began  to  compare  notes  on 
the  different  contracts  that  the  different  groups  had  made  with  their 
department  heads — they  saw  disparity,  they  saw  some  illogical  dif- 
ferences, and  they  began  to  smooth  those  things  over. 

The  result  was  that  those  men,  of  their  own  initiative,  appointed  a 
qualification  and  classification  committee — something  that  I  have  never 
heard  of  before  in  America — to  classify  and  rationalize  the  wages  oi 
the  different  groups,  and  they  invited  the  company  to  appoint  repre- 
sentatives on  that  committee  for  advisory  purposes,  which  was  done. 
That  committee  had  been  working  six  months  and  hasn't  yet  written 
a  report,  but  it  will  come.  It  was  something  new,  and  it  was  a  lot 
of  work.  But  that  report  will  come  and  it  will  help  to  smooth  out 
any  jealousies  or  any  feeling  of  interference  that  may  exist  among 
the  different  groups  of  employes. 

Pboftt  Sharing 

Then  became  evident  the  need  for  a  reasonable  and  logical  profit 
sharing  plan.  The  ordinary  profit  sharing  plan  is  to  make  a  lot  of 
money  during  the  year,  then  when  Christmas  time  comes  and  you 
see  you  have  made  a  lot  of  money  you  get  big-hearted  and  you  dish  out 
$25  or  $50  in  gold  to  your  employes.  I  understand  that  is  the  system 
in  lots  of  banks,  but  there  is  where — ^pardon  me  for  saying  so,  I  don't 
know  whether  you  are  guilty  or  not,  or  so  generous  or  not — ^but  there 
is  no  logic  in  that  plan  because  it  doesn't  recognize  the  individual 
men.  It  is  simply  a  case  of  having  had  a  big,  prosperous  year  and 
we  are  going  to  give  everybody  a  Christmas  present — and  it  is  done. 

Some  industrial  organizations  do  that,  but  that  plan  is  faulty  f<^ 
two  reasons;  in  the  first  place  the  man  doesn't  appreciate  it  so  much; 
he  feels  that,  well  they  have  made  an  awful  lot  of  money  or  th^ 
wouldn't  give  any  away.  He  looks  on  it  as  a  gift;  and  it  prejudices 
the  public  because  they  think  that  if  you  can  give  these  Christmas 
bonuses  you  are  making  too  much  money  of  else  you  are  not.  paying 
your  help  enough  to  begin  with.  They  think  a  bonus  or  profit  sharing 
plan  to  be  logical  must  be  based  upon  merit  and  that  is  what  the 
management  of  these  companies,  the  Union  Electric  Light  and  Power 
Company  and  its  consolidated  companies,  have  been  trying  to  do— to 
work  out  the  logical  plan  that  we  want  here. 
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To  stimulate  indiTidttal  effort,  we  have  taken  groups  of  employees, 
for  example  the  group  of  some  thirty-five  or  forty  boys  who  read 
the  meters  and  deliver  the  bills  to  the  homes.  There  is  a  certain 
standard  of  work,  a  certain  level  of  production  that  that  department 
has  worked  along  for  years.  You  set  that  standard  as  your  base  line 
Aod  then  after  you  got  a  profit  sharing  reward  for  results  achieved 
above  that  line  you  stimulate  endeavor  in  that  group,  in  that  depart- 
ment, and  that  is  what  has  happened. 

It  has  not  happened  that  it  stimulated  a  group  as  a  whole,  but  it 
stimulated  the  group  as  an  individual,  because  if  there  is  an  inefficient 
man  in  that  department,  some  man  who  does  not  know  where  to 
cut  ihe  comers  across  the  block  when  he  is  delivering  the  bills,  some 
other  man  in  that  department  is  going  to  tell  him  about  it  and  tell 
him  that  he  is  injuring  the  profit  sharing  of  that  group  by  not  taking 
advanti^  of  those  efficient  short  cuts. 

So  those  profit  sharing  plans  are  being  put  into  effect,  and  they  have 
been  shown  to  do  this:  When  your  management  has  reached  the  highest 
point  of  efficiency,  and  you  can't  obtain  anything  more  by  efficient 
management,  because  you  can  only  get  so  far  in  your  details  of  the 
business,  the  rest  of  it  from  there  must  be  left  to  the  man  who  is  doing 
the  work  down  below;  then  when  you  have  reached  your  limit,  by 
efficient  management,  you  can  only  get  further  not  by  just  simply 
making  the  man  work,  at  the  work  that  you  say  ought  to  be  done, 
but  to  make  the  man  want  to  do  that  which  he  sees  ought  to  be  done. 
And  that  is  exactly  what  these  plans  do. 

The  man  wants  to  do  the  work  that  he  sees  ought  to  be  done  because 
he  knows  that  when  he  does  that,  he  will  share  in  the  excess  profits 
over  that  old  level  standard  which  was  taken  as  the  base  unit. 

We  haven't  tried  to  do  so  much  more  for  them  as  we  have  tried  to 
do  with  them,  to  lead  them  to  work  with  us,  and  that  is  what  they 
have  done.  We  have  led  ttiem  first  to  avoid  personal  and  individual 
loss  through  sickness,  and  as  much  as  possible  through  death.  We 
have  led  them  to  personal  advancement,  through  property  holding  and 
a  realization  of  property  values  and  of  the  meeting  of  municipal 
government,  which  comes  from  being  a  property  holder,  and  from 
meeting  the  municipal  government. 

They  have  come  to  the  realization  of  the  meaning  of  corporate  activi- 
ties, and  from  that  weld  their  selfish  interest  with  their  intellect.  We 
have  led  them  through  as  near  a  perfect  co-operation  of  the  manage- 
ment of  this  company  as  you  will  find  anywhere  through  these  labor 
adjustment  committees,  this  collective  bargaining,  through  this  repre- 
sentation upon  the  board  of  directors  and  through  the  profit  sharing 
plans.    (Applause). 

Me.  Kkox:     I  would  like  to  have  a  vote  of  thanks  offered 
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Mr.  Beebe,  Mr.  Thralls  and  Mr.  Roberts;  with  that  I  would 
liko  to  couple  a  hearty  vote  of  thanks  to  Mr.  Ganz  for  his  very 
illuminating  talk  along  the  lines  of  a  subject  that  every  one 
of  U8  is  thinking  about  today.  And  personally,  I  do  wish  that 
it  were  possible  for  Mr.  Qanz  to  appear  before  the  whole  body 
of  the  American  Bankers  Association  and  tell  them  the  same 
thing  that  he  has  told  us  in  such  title  as  he  agreed  to  give  it  in. 
With  these  three  thousand  bankers  here  now,  every  one  of  them 
should  go  home  with  an  echo  of  that  talk  in  his  heart  and 
spread  that  particular  spirit  abroad.  That  would  be  a  practical 
thing  to  help  our  present  labor  situation. 

President  Lbbsner:  I  would  not  attempt  to  ask  for  a 
second  to  that  motion,  but  rather  give  you  the  opportunity  to 
express  those  heartfelt  feelings  of  gratitude  to  these  gentlemen 
who  addressed  this  session  this  afternoon.  With  that  in  view, 
I  will  ask  you  to  indicate  it  by  a  rising  vote. 

(A  rising  vote  was  given  amidst  hearty  applause). 

Mr.  Satterlbe  :  I  would  like  to  know  if  it  is  not  posBible  for 
what  Mr.  Ganz  has  said  to  be  reproduced  in  some  form  for  the 
benefit  of  those  now  here  and  circulated  among  them. 

President  Lersnbr:    It  will  be  circulated. 

I  want  to  call  to  your  attention  that  our  next  meeting  is 
tomorrow  at  2  o'clock  in  the  Shubert-Jefferson  Theatre. 

(Thereupon  the  session  adjourned). 


SECOND  SESSION 

The  meeting  was  called  to  order  by  President  Lersner,  Wed- 
nesday, Oct.  1,  at  2  p.  m. 

President  Lersner  :  The  first  subject  that  we  are  going  to 
touch  upon  today  is  going  to  be  handled  by  Mr.  George  E.  Bob- 
erts,  vice-president  of  the  National  City  Bank  of  New  York. 
I  think  it  is  needless  for  me  to  refer  in  any  biographical  way 
to  Mr.  Boberts,  but  I  venture  that  there  is  perhaps  no  more 
recognized  practical  economist  in  the  coimtry  than  Mr.  Boberts. 
For  some  years  he  was  Director  of  the  Mint  Mr.  Boberts  has 
done  much  to  lead  the  countr}'  in  the  matter  of  investments 
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for  the  saTings  bank.    It  is  a  great  pleasure  to  introduce  Mr. 
BobertB. 


PORBIQN  TBADE  AND  FOEEIGN  EXCHANGES 

Gborge  E.  Bobebts 

It  maj  seem  at  first  thought  to  some  that  a  discussion  of  forei^ 
trade  and  foreign  exchanges  hardly  belongs  in  a  meeting  of  sayings 
bankers,  or  bankers  from  the  interior  of  the  country,  bnt  the  present 
situation  is  one  which  vitally  affects  all  interests  in  the  country.  We 
all  need  to  have  a  yirid  close-up  understanding  of  it  as  one  that  is 
not  onlj  serious  to  Europe  but  a  menace  to  the  prosperity  of  the 
United  States. 

We  ean  remember  when  the  war  began,  how  far  off  it  seemed.  The 
people  of  this  country  looked  on,  shocked  and  reproachful  that  sueh 
things  could  be  and  we  seemed  so  detached  and  remote  that  we 
scarcely  thought  of  the  possibility  that  we  might  be  involyed  in  it. 
But  we  learned  that  this  world  isn't  big  enough  for  the  United  States 
to  be  remote  and  detached  from  any  situation  in  which  fundamental 
public  rights  are  at  stake  or  the  welfare  of  a  large  part  of  the  world 
is  iuTolred. 

That  ia  just  as  true  now  that  the  war  is  over  as  it  was  during  the 
war.  It  is  as  true  as  to  economic  and  social  conditions  as  of  military 
affairs.  I  am  not  one  who  believes  that  it  is  possible  for  us  to  sign 
our  name  to  tiie  Peace  Treaty,  bring  our  soldiers  home  and  pull  all 
our  boats  to  this  side,  and  say  that  we  will  have  nothing  more  to 
do  with  Europe.  The  world  isn't  big  enough  for  us  to  be  indifferent 
to  the  needs  and  calamities  of  Europe. 

Almost  a  year  has  passed  since  the  armistice  was  signed  but  progress 
toward  the  re-establishment  of  industry  in  Europe  is  slow.  Mr. 
Hoover,  than  whom  there  is  no  better  authority,  in  a  carefully  con- 
sidered statement  last  month,  said  that  production  then  was  at  a 
lower  rate  in  Europe  than  when  the  armistice  was  signed,  and  nowhere 
near  equal  to  the  support  of  the  population.  Europe,  with  Russia  in 
anarchy,  is  not  self-sustaining,  and  Mr.  Hoover  said,  further,  that  there 
was  possibility  of  a  loss  of  life,  yet  to  occur,  from  starvation  and  expo- 
sure, greater  than  the  loss  of  life  in  the  war.  He  said  that  fifteen  million 
persons  were  now  being  supported  by  imemployment  doles  from  the 
several  Governments,  a  situation  which  in  itself  is  demoralizing  and 
a  menace  to  the  social  order. 

In  short  the  situation  is  more  desperate  than  anything  heretofore 
known  to  modem,  highly  organized,  civilized  life.  The  war  was  terrible, 
but  in  some  respects  the  period  after  the  war  is  worse.  There  is  order 
and   unity   and  co-operation  and   authority  in  war,  and   the  modera 
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world  cannot  exist  without  organization  and  authority;  but  oTer  muek 
of  Eiurope  sanity  seems  to  stand  almost  on  the  verge  of  dissolution. 

In  this  country  we  are  far  better  off.  The  war  has  touched  us  lightfy; 
we  have  prospered  through  it  and  in  spite  of  it.  We  are  a  richer  people 
than  when  the  war  began,  with  greater  productive  capacily.  Our 
wealth  and  productive  capacity  are  from  one-third  to  one-half  that  of 
the  whole  world.  Our  capacity  for  making  steel  and  labor-saving  nut^ 
chinery  and  industrial  equipment  of  all  kinds  is  equal  to  that  of  aH 
the  rest  of  the  world  combined.  We  scarcely  appreciate  our  own  rela- 
tion to  the  industrial  capabilities  of  the  world.  The  fact  is  that  figures 
outside  of  this  country  nearly  all  look  small. 

Before  the  war  began  our  production  of  pig  iron  was  four  times  that 
of  Great  Britain  and  it  has  increased  more  than  hers  since.  I  had 
luncheon  recently  with  a  gentleman  of  high  position  in  Japan  tad 
in  the  course  of  the  conversation  I  remarked  that  I  supposed  the  steel 
industry  had  expanded  in  Japan  during  the  war,  as  everywhere  else. 
He  said  it  had,  that  he  thought  it  had  doubled.  I  asked  him  ^^lat 
the  steel  capacity  of  Japan  was  at  this  time;  how  many  millions  of 
tons  per  year.  He  smiled  and  said,  "Oh,  it  doesn't  run  into  the  mil- 
lions. I  think  the  present  capacity  is  about  600,000  or  700,000  tona.* 
When  I  got  back  to  my  desk  I  telephoned  the  library  to  know  and 
learned  that  in  1916  the  steel  production  of  Japan  was  250,000  tona. 
The  steel-producing  capacities  of  the  United  States  is  48,000,000  tons 
or  about  60  to  one  as  compared  with  Japan.  I  think  the  chance  that 
Japan  will  seek  war  with  the  United  States  is  about  in  inverse  ratio 
to  that. 

Not  that  I  think  that  preponderance  in  steel  production  is  the  gov- 
erning factor  in  our  relations  with  Japan,  although  the  figures  ought 
to  quiet  the  nerves  of  the  most  apprehensive.  I  only  mention  steel 
production  to  indicate  the  pre-eminent  position  of  the  United  States 
in  the  industrial  world.  And  that  pre-eminence  naturally  carries  obliga- 
tions in  our  relations  with  the  world. 

We  have  what  Europe  needs  to  restore  her  industries.  Nowhere 
else  can  it  be  had  so  quickly  and  it  is  needed  quickly.  Furthermore, 
we  have  the  financial  ability  to  give  relief.  We  were  a  debtor  natioii 
before  the  war;  we  came  out  of  it  a  creditor  nation.  We  have  bou^t 
back  the  American  securities  that  were  held  in  Europe  at  very  low 
prices,  by  selling  them  war  materials  and  foodstuff  at  very  high  prices, 
and  they  are  heavily  in  debt  to  us  besides.  And  the  very  fact  that  they 
sold  back  our  securities  during  the  war  makes  them  more  helpless 
now.  They  have  denuded  themselves  of  their  quick  assets,  of  the  assets 
that  would  be  available  in  this  market.  They  have  few  goods  to  sell 
for  they  have  not  been  making  goods.  Their  industries  are  prostrate, 
their  machinery  in  many  instances  broken  or  scattered,  their  factories 
without  raw  materials,  their  railroads  crippled;  their  people  short  el 
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elotliing  and  food.  We  tell  them  they  must  get  to  work.  Of  coarse, 
they  must  get  to  work,  but  it  is  slow  getting  to  work  without  either 
tools  or  credit.  And  yet  Europe,  desperate  as  her  situation  is,  is 
not  unworthy  of  credit.  The  soil  of  Europe,  the  natural  resources  of 
Europe,  the  industrial  properties  and  fixed  wealth  of  Europe,  and 
lastly,  and  greatest  of  all,  the  population  of  Europe — to  sum  it  all  up, 
the  wealth-producing  powers  of  Europe  are  abundant  assets. 

EuBOPBAif  Wab  Debts 

The  population  of  Europe  is  an  industrious  and  skillful  population. 
They  are  a  wealth-producing,  thrifty  people.  Those  countries  are  not 
bankrupt.  There  is  a  lot  of  foolish  talk  about  their  all  being  bankrupt. 
It  is  true  their  indebtedness  is  large  but  most  of  it  is  held  by  them- 
selves and  counts  as  assets  as  well  as  liabilities.  No  people  ever  went 
broke  making  payments  to  themselves. 

I  heard  a  distinguished  man  talking  on  this  subject  of  the  war 
debts  a  while  ago.  He  was  very  pessimistic.  He  said  that  500  years 
from  now  the  people  would  be  toiling  to  pay  the  interest  on  these 
debts.  Well,  I  don't  like  to  make  prophecies  upon  what  will  occur 
600  years  from  now,  but  I  venture  to  say  that  if  they  are  paying 
interest  at  that  time,  they  won't  be  paying  it  to  any  of  us.  They  will 
be  paying  it  to  people  who  are  alive  at  that  time.  The  payments  will 
be  going  back  into  the  same  communities  and  largely  to  the  same  people 
who  pay  the  taxes  and  that  makes  all  the  difference  in  the  world.  If 
the  interest  and  principal  of  those  debts  had  to  be  gathered  up  in 
products  and  burned,  or  if  the  payments  had  to  be  made  to  the  people 
of  another  planet,  it  would  be  a  very  serious  matter.  But  the  mere 
transfer  of  wealth  does  not  extinguish  the  capital  transferred.  These 
people  are  not  bankrupt  simply  because  they  cannot  pay  on  the  nail. 
They  are  in  the  same  position  as  the  farmer  who  has  lost  his  crop 
but  still  owns  his  farm.  He  has  nothing  to  sell  and  he  has  to  buy 
seed  and  live  somehow  until  he  can  raise  another  crop.  Every  country 
banker  knows  that  there  is  an  obligation  upon  him  to  be  liberal  with 
credits  at  such  a  time.  There  isn't  a  country  merchant  who  doesn't 
know  that  he  is  interested  in  carrying  his  customers  through  and  in 
supplying  them  with  what  they  need  to  make  the  next  crop. 

If  you  have  a  purchase  to  make,  there  are  only  three  ways  in 
which  you  can  make  payment.  You  can  pay  in  cash,  or  trade  some- 
thing you  have  or  you  can  give  your  note,  which  simply  postpones  the 
payment.  Tk'ade  between  countries  is  settled  in  the  same  way.  Europe 
eannot  pay  in  goods;  she  needs  rather  to  import  them.  She  cannot 
pay  in  gold,  she  has  none  to  spare.  We  have  lately  received  $158,000,- 
000  from  Germany  for  food  and  I  am  sorry  settlement  was  not  managed 
in  some  other  way  for  we  don't  need  the  gold  and  Grermany  does.  She 
needs  it  as  the  basis  of  credit  and  of  her  industrial  life.    Germany  and 
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the  United  States  liave  been  enemies  but  from  the  dftjGennanj  signed 
the  peace  treaty,  I  believe  we  have  been  interested  in  the  restoratiosi 
of  stable  and  normal  conditions  there.  We  don't  want  anj  more  gold 
from  anywhere;  it  wiU  inflate  our  credit  and  prices  still  farther  and 
we  have  inflation  enough.  The  third  means  of  settlement  is  by  the 
use  of  credit  and  it  b  by  that  means  alone  that  our  export  trade  can 
go  on.  Before  we  entered  the  war  we  received  more  than  a  billion 
dollars  of  gold  from  Europe,  but  after  this  ooimtry  became  a  belligerent, 
the  United  States  Qovemment  began  to  make  loans  to  the  European 
governments  to  enable  them  to  make  purchases.  An  act  anthorizing 
those  loiUDS  set  $10,000,000,000  as  the  limit  and  about  $0,e60,000,00t 
have  been  made.  These  loans  have  supplied  the  means  of  payment 
for  the  great  exports  to  Europe  which  have  been  going  on  in  the  last 
two  years.  But  that  lending  power  is  nearly  exhausted  and  when  it 
is  exhausted  other  means  of  supplying  exchange  must  be  found  or  ex- 
ports will  fall  off. 

In  recent  months  the  foreign  governments  have  abandoned  efforts  to 
support  the  public  market  for  exchange.  The  result  has  been  that  all 
the  exchanges  have  declined  heavily.  Or  to  turn  the  situation  around 
and  view  it  from  a  foreign  country,  there  is  a  high  premium  iqKm 
American  exchange.  It  makes  American  goods  cost  more  to  all  foreign 
buyers.  New  York  exchange  is  at  a  premium  in  Paris  <tf  about  75 
per  cent.,  in  Belgium  about  the  same,  in  Italy  nearly  one  hundred  per 
cent  We  think  prices  are  high  in  this  country  but  how  can  the 
French  people  afford  to  buy  here,  paying  flrst,  the  prices  that  we 
know,  second,  an  exchange  rate  of  76  per  cent,  and,  finally,  the  ah- 
normally  high  transportation  charges.  Italy  is  without  coal,  cotton, 
copper  or  oil;  how  can  she  do  without  them,  and  how  can  she  buy 
them  at  such  a  cost?  Coal  is  sold  in  Italy  at  over  $100  per  too. 
Before  the  war  both  Italy  and  France  imported  coal  from  Great  Britain, 
but  coal  production  has  fallen  off  there  until  there  is  practically  none 
to  spare.     America  is  the  only  resource. 

Condition  or  Industbt 

Cotton  mills  are  idle  today  in  Italy,  France,  Belgium,  Germany, 
Poland,  Bohemia  and  Austria,  and  the  skilled  operatives  are  idle  and 
supported  by  unemployment  doles,  because  they  cannot  finance  the  pur- 
chase of  cotton  and  our  supply  of  cotton  is  the  largest  in  years  and 
far  beyond  the  capacity  of  our  mills  to  work  us.  Our  own  consumption 
of  cotton  this  year  is  running  one  million  bales  behind  that  of  Imat 
year. 

Gentlemen,  there  is  something  wrong  with  the  managraient  of  affairs 
when  such  things  can  be.  They  are  a  challenge  and  reproach  to  the 
leadership  of  organized  society,  and  being  used  as  such  by  the  CQnspir»- 
tors  who  are  trying  to  overturn  the  existing  order. 
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A  financial  committee  has  been  in  this  coantrj  for  months  from 
Czeeho-Slovakia,  trying  to  get  a  loan  of  $25,000,000  or  $30,000,000 
to  be  expended  here  for  cotton  and  other  raw  materials.  They  haye 
been  able  to  get  about  $6,000,000.  There  are  commisaions  or  representa- 
tives here  from  nearly  every  country  on  the  continent  upon  the  same 
mission,  and  I  dont  believe  any  American  can  hear  their  pathetic 
pleas  without  wishing  every  citizen  of  rich  and  prosperous  America 
might  hear  them. 

And  we  are  interested  in  selling  these  products.  I  know  there  are 
people  who  argue  that  it  would  be  better  for  us  to  have  exports  fall 
off,  for  then  prices  would  fall,  but  there  is  another  side  to  that.  How 
much  farther  do  you  people  here  in  the  middle  west  want  hogs  and 
cattle  to  fall,  and  com  to  fall,  this  year,  and  this  comings  winter? 
If  we  lose  rapidly  not  only  the  foreign  market,  but  one-fourth  or 
•ne-half  the  purchasing  power  of  our  own  farm  population,  what  will 
be  the  effect  upon  our  industries  and  upon  employment?  Isn't  it 
possible  that  we  may  have  something  to  think  about  more  serious 
than  high  prices? 

I  want  to  see  prices  come  down,  but  I  think  the  best  way  of  accom- 
plishing it  is  by  getting  people  back  to  work  all  over  the  world,  and 
increasing  production.  That  will  be  a  gradual  process  and  industry 
will  adjust  itself  to  it  in  all  branches  together  and  it  will  be  a  return 
to  normal  conditions.  It  isn't  going  to  reduce  the  price  of  cotton  cloth 
anywhere  to  keep  the  cotton  mills  of  Europe  idle.  We  never  can  get 
bade  to  normal  conditions  in  the  markets  until  normal  production  is 
restored. 

We  have  expanded  our  industries  in  many  lines  during  the  war  and 
to  supply  this  export  trade  and  more  exports  cannot  be  suddenly  cut 
off  or  reduced  without  feeling  it. 

Furthermore,  do  we  realise  how  this  exchange  situation  will  finally 
work  itself  out  if  left  to  itself?  It  will  have  to  find  the  national 
equilibrium.  The  foreign  exchanges  will  have  to  fall  and  the  premium 
on  American  exchange  in  foreign  markets  will  have  to  rise,  until  our 
exports  and  imports  come  practically  into  balance.  Do  you  realise 
that  this  premium  upon  American  exchange  is  a  premium  upon  exports 
to  this  country  from  all  parts  of  the  world? 

Take  our  relations  with  Canada  for  example;  a  country  separated 
from  U0  by  an  imaginary  line,  and  yet  the  Canadian  who  wants  to 
make  a  purchase  in  this  country  must  pay  a  premium  of  five  per  cent, 
to  get  an  American  draft.  .  I  was  talking  with  a  New  York  coffee  jobber 
a  few  days  ago;  he  said  he  was  losing  his  Canadian  trade.  Canada 
In  the  paat  has  imported  most  of  its  coffee  through  the  United  States, 
but  it  is  going  around  the  United  States.  They  can't  afford  to  pay 
the  five  per  cent,  exchange  charge,  and  the  jobbers  are  unable  to  absorb 
it 
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On  the  other  hand,  the  Canadian  who  exports  anjthing  to  the  United 
States  can  sell  his  American  draft  at  a  premiiun  of  five  per  cent 
And  it  is  the  same  everywhere,  onlj  more  so.  We  are  coming  out  of 
this  situation  on  the  pe^k  of  the  world  in  costs.  We  can  sell  whilt 
we  have  no  competitors,  hut  as  the  world  gradually  resumes  productioa 
the  trade  halance  will  turn  against  us. 

Some  people  say  that  that  is  all  right;  let  things  take  their  natural 
course;  hut  it  seems  to  me  that  that  policy  fails  to  take  account  of 
the  abnormal  conditions  which  exist  today;  it  fails  to  the  account 
of  the  human  suffering  which  exists  in  the  world  today.  There  are 
times  when  something  more  is  wanted  than  the  blind,  unsympathetic 
workings  of  cold  economic  law.  There  are  times  when  we  want  to 
reach  out  and  ameliorate,  assist  and  give  intelligent  direction  to  affairs, 
and  this  is  one  of  those  times. 

We  have,  as  I  have  said,  become  a  creditor  nation.  It  is  a  new 
position  for  us,  but  it  involves  certain  obligations  and  responsibilities. 
A  nation  can  no  more  hold  a  creditor  position  and  not  recognise  those 
obligations  than  a  bank  can  hold  its  deposits  and  recognize  no  obligt- 
tion  to  make  loans.  What  would  you  say  of  a  rich  man  who  in  time 
of  public  calamity  refused  to  use  his  wealth  in  any  way,  even  for  businesa 
purposes,  for  the  relief  of  the  situation?  If  we  aspire  to  hi^^  positioa 
in  international  affairs,  to  leadership  in  world  finances,  we  must  haw 
the  vision  and  courage  and  public  spirit  to  play  the  part. 

PoBinoN  AB  Cbeditob  Natioit 

We  have  come  into  this  situation  suddenly,  as  the  result  of  tlie 
war.  Great  Britain  and  Germany  grew  into  their  great  foreign  trade 
gradually,  as  the  result  of  their  foreign  investments.  We  are  confronted 
now  with  the  question,  can  we  rise  promptly  to  an  appreciation  of  the 
situation?  Can  we  develop  a  body  of  foreign  investors?  Can  we  lend, 
and  lend  and  lend,  continually  to  support  and  develop  our  foreign 
trade?  Will  our  investment  market  take  up  the  offerings  that  will 
have  to  be  made  here  in  order  to  hold  the  ezdiange  situation  level. 

The  fact  is  that  we  have  brought  our  industries  to  such  a  stage  of 
development,  and  developed  our  wealth  so  far  beyond  that  of  other 
countries,  that  in  the  very  nature  of  things  it  is  now  to  our  interest 
to  be  a  lending  nation  and  help  to  bring  forward  the  backward  natiooa 

There  is  a  morality  in  the  economic  law,  or  to  put  it  differently,  the 
economic  law  and  the  moral  law  are  one.  The  fundamentals  of  uni- 
versal law  are  never  in  conflict  with  eadi  other.  What  is  our  dn^ 
to  do,  it  is  also  our  interest  to  do.  It  is  to  our  interest  to  develop 
the  resources  and  promote  the  prosperity  of  the  whole  world. 

It  is  a  common  grievance  against  the  labor  organizations  that  they 
sometimes  limit  the  output,  acting  upon  the  theory  that  there  is  only 
a  limited  amount  of  work  to  be  done,  and  thai  it  is  to  their  interest 
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!•  make  it  go  as  far  and  pay  as  much  in  wages  as  possible.  Every 
inch  conception  of  industry  and  trade  is  fundamentally  wrong,  because 
there  is  no  limit  to  the  amount  of  work  to  be  done  or  the  amount  of 
wealth  to  be  created  from  the  resources  of  nature,  or  to  the  consump- 
tire  demands  of  the  world's  population. 

There  is  an  obligation  upon  us  to  assist  in  restoring  industrial  order 
in  the  devastated  countries  of  Europe,  to  put  these  people  back  into 
their  homes  and  workshops,  to  supply  them  with  the  means  of  becom- 
ing self-supporting  and  prosperous  again,  and  it  is  to  our  interest 
to  do  sOy  because  it  will  furnish  employment  to  our  industries. 

Some  people  speak  hopelessly  about  our  ever  recovering  the  amount 
ef  our  loans  to  Europe.  I  do  not  feel  so  at  all,  but  I  think  it  is  to 
our  interest  not  to  attempt  to  collect  either  principal  or  interest  for 
tome  years  to  come.  If  the  foreign  governments  were  to  attempt  under 
any  such  conditions  as  exist  at  present,  to  gather  up  exchange  to 
pay  the  interest,  it  would  send  American  exchange  to  a  still  higher 
premium  and  cut  off  our  exports. 

On  the  other  hand,  there  are  a  few  people  who  say  that  we  ought 
to  forgive  and  cancel  the  obligations  which  the  United  States  Govern- 
ment holds,  but  I  do  not  think  there  is  any  occasion  to  do  that.  What 
we  ought  to  do  is  to  add  the  interest  to  the  principal  until  these 
eoantries  have  recovered  from  the  war,  and  lend  them  what  further 
help  we  can  to  restore  and  increase  their  production  capacity.  If  we 
ilo  that  these  debts  will  be  of  constantly  diminishing  importance.  If 
development  in  industry  is  as  great  in  the  next  thirty  years  as  in 
the  last  thirty,  these  debts  will  be  of  relative  small  importance.  The 
indebtedness  of  England  at  the  close  of  the  war  with  Napoleon  was 
greater  in  proportion  to  the  wealth  of  the  country  than  their  indebted- 
ness of  today,  and  she  never  did  pay  off  that  old  debt  but  by  the 
development  of  the  steam  engine,  by  the  improvements  of  her  indus- 
tries, she  so  increased  her  productive  capacity  that  she  was  able  to 
supply  capital  in  the  form  of  equipment  for  the  building  of  railroads 
in  America,  and  for  opening  up  other  ports  of  the  world,  with  the 
result  that  she  opened  up  great  markets  and  at  the  same  time  secured 
cheaper  food  for  her  people,  and  created  the  greatest  era  of  prosperity 
ever  known  to  England. 

Thomas  Huxley  said  that  all  the  cost  to  France  of  the  disastrous 
Franco-German  war  of  1870,  including  the  billion  dollar  indenmity, 
was  more  than  offset  by  the  benefits  to  French  agriculture  resulting 
from  the  scientific  discoveries  of  one  Frenchman,  Louis  Pasteur.  And 
so  I  expect  these  debts  to  be  paid,  not  by  grinding  the  faces  of  the 
people,  not  by  taxation  that  will  lower  their  productive  powers,  but 
by  increasing  the  productive  capacities  of  the  people. 

I  beliere  that  before  many  years  it  will  be  possible  to  refund  all 
these  foreign  debts  in  the  open  America  nmarket,  so  that  they  will 
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be  held  by  individual  investors  of  all  nations,  and  no  longer  be  a  i 
of  public  concern. 

I  have  made  these  remarks  without  reference  to  any  movement  noiw 
pending  to  provide  credits.  No  organized  movement  is  now  pending. 
Possibly  some  effort  for  a  nation-wide  movement  may  be  made  after 
the  Peace  Treaty  is  disposed  of.  The  New  York  bankers  will  be  glsd 
to  co-operate  and  do  their  full  part,  but  they  are  not  going  to  pot 
forward  any  proposition  that  can  be  misrepresented  as  a  New  York 
moYement. 


•I 


Pbesidbnt  Lkrsner  :  Mr.  Samuel  H.  Beach,  of  Borne,  N.  T. 
president  of  the  Savings  Banks  Association  of  the  State  of  New 
York,  will  discuss  the  question  of  the  purchasing  of  foreign 
securities  by  Savings  Banks. 


FOBBIGN  SECUBITIES  AS  SAVINGS  INVESTMENTS 

Samuel  H.  Beach 

To  discuss  this  question  of  the  absorption  of  power  of  seeuritiei 
from  a  proper  yiewpoint,  we  must  first  get  thoroughly  establiahed  is 
our  minds,  the  answer  to  the  question,  ''What  is  money?" 

If  a  man  were  shipwrecked  and  cast  upon  an  uninhabited  island 
and  the  same  wave  which  bore  him  ashore  should  cast  up  beside  him 
a  chest  filled  with  Bank  of  England  notes  or  packages  of  our  own 
twenty  dollar  yellowbacks,  almost  his  first  exclunation  would  be,  ''Oh, 
if  I  could  only  exchange  all  this  worthless  stuff  for  an  ax  and  a  few 
matches."  And  the  definition  of  money  would  dawn  upon  him  probably 
for  the  first  time  right  then  and  there.  Money  is  the  medium  of 
exchange.  Whatever  performs  this  function,  does  this  work,  is  money, 
no  matter  how  it  came  to  be  a  medium  of  exchange.  Iron,  copper 
and  lead,  have  all  at  various  times  and  places  served  as  money. 

The  North  American  Indian  managed  to  get  along  by  utilising  the 
much  despised  clam  because  clamshells  furnished  the  raw  material 
from  which  wampum  was  made,  and  wampum  was  good  money  because 
in  the  Indians'  eyes  it  was  valuable  for  ornament,  and  it  took  many 
hours  of  hard  hand  labor  to  convert  the  thick  end  of  a  clam  shell 
into  a  wampum  bead.  The  Pilgrim  Fathers  took  it  for  fire  water 
and  exchanged  it  for  furs.  Everything  went  along  harmoniously  until 
a  Ck>nnecticut  man  abolished  the  hard  shell  clam  for  all  time  by  turning 
out  wampum  by  machinery  and  thereby  knocking  the  value  of  the 
hand  made  article  over  night,  and  this  has  happened  to  all  the  sub- 
stances of  metal  which  were  occasionally  used  for  money.  Each  one 
of  them  developed  certain  limitations  and  objections  until  by  a  process 
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of  elimination  gold  has  become  the  recognized  standard  of  value  of 
the  chief  civilized  nations  of  this  earth. 

It  is  the  consensus  of  opinion  that  a  gold  dollar  is  worth  a  dollar 
because  it  takes  one  dollar's  worth  of  labor  to  produce  a  dollar's  worth 
of  gold,  because  the  intrinsic  value  of  a  gold  dollar  does  not  depoid 
upon  the  words  nor  the  figures  which  are  stamped  in  bold  relief 
upon  its  two  sides.  It  consists  of  the  grains  of  gold  in  it,  and  the 
little  globule  of  metal  will  still  be  worth  one  hundred  cents. 

The  world's  gold  supply  has  increased  at  about  the  rate  of  a  million 
and  a  half  dollars  a  day  in  normal  times.  That  is  to  say,  over 
twenty-four  hours,  three  hundred  and  sixty-five  days  of  the  year  there 
is  dug  from  the  earth  one  million  five  hundred  thousand  dollars  worth 
of  gold  and  added  to  the  visible  supply  this  increase  in  the  production 
of  gold  just  about  keeps  pace  with  the  world's  added  requirements.  We 
are  now  pretty  well  assured^ that  gold  for  many  years  to  come  will 
be  the  recognized  standard,  because  it  forms  the  recognized  base  upon 
which  the  great  structure  of  credit,  both  national  and  commercial,  is 
reared.  While  gold  has  increased  somewhat  in  the  past  years,  all  the 
war  credits  have  been  added  one  upon  the  other,  until  the  structure 
has  become  topheavy.  In  fact,  so  small  is  the  gold  base  of  some  of 
the  nations  of  the  earth  in  proportion  to  their  towering  obligations, 
that  their  credit  structures  have  become  veritable  leaning  towers  of 
Pisa. 

Only  by  the  most  careful  thought,  the  utmost  vigilance  and  the 
exercise  of  the  highest  type  of  statesmanship  can  these  leaning  towers 
again  be  brou^t  to  an  upright  position. 

Fbom  Debtqb  to  Cbeditob  Nation 

For  many  years,  the  United  States  was  a  debtor  nation.  We  were 
a  new  country.  Our  people  were  busy  in  building  industrial  cities,  im- 
proving many  acres  of  farms,  practically  pigironing  our  country  with 
railroads  and  had  not  accumulated  a.sufiicient  amount  in  savings  to 
finance  these  great  undertakings.  The  large  proportions  of  these  obliga- 
tions, the  government  bonds,  industrial  bonds,  municipal  bonds,  and 
railroad  bonds  issued  for  this  purpose  were  bought  and  held  abroad 
for  investment  for  people  who  had  accumulated  money  in  the  older 
nations  of  Europe.  When  the  great  storm  of  war  burst  with  a  sud- 
denesB  that  alarmed  every  nation  on  the  earth  but  one,  these  people 
who  held  these  securities  abroad  suddenly  found  themselves  called 
upon  to  buy  bonds  issued  by  their  own  nations  so  that  they  might 
prosecute  the  war,  and  that  block  of  foreign  held  securities  was  sud- 
denly sold,  and  they  were  very  largely  absorbed  by  American  investors. 
If  England  and  France  and  Russia  had  been  prepared  for  war,  or  if 
they  had  had  sufficient  natural  resources,  or  if  their  manufacturing 
or  their  manufacturing  interests  had  been  well  enough  developed  so 
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that  they  had  been  independent,  the  sudden  throwing  upon  the  marktl 
of  thoee  securities  would  have  made  a  great  depletion  in  our  gold 
supply.  But  so  sudden,  so  continuous  and  so  dire  was  the  need 
of  all  of  these  nations  for  all  kinds  of  munitions  of  war  that  they 
came  to  us  appealing,  each  one  vying  with  all  to  raise  prices.  In  the 
years  of  1915,  1916  and  the  early  part  of  1917,  so  continuous  was 
this  demand,  so  large  the  flow  and  so  great  the  volume  of  money 
coming  our  way,  that  we  not  only  absorbed  upwards  of  three  billions 
of  our  securities,  but  we  added  65  per  cent,  to  the  gold  supply  of 
this  nation  (one  billion  two  hundred  millions  of  dollars)  and  the 
world  found  us  no  longer  a  debtor  but  a  creditor  nation,  with  the 
balance  of  trade  by  a  wide  margin  in  our  favor. 

The  writer  on  "exchange"  in  the  Encyclopedia  Britannica  calmly 
states  the  value  of  an  English  pound  sterling  is  $4.86%  in  Amerieaa 
money,  but  owing  to  the  cost  of  transporting  gold  to  and  from  or  across 
the  ocean,  the  cable  exchange  varies  from  $4.86  to  $4,895;  that  at 
the  former  price  gold  leaves  London  for  New  York  and  at  the  latter 
price  gold  floats  back  to  London.  The  writer  of  that  article  probably 
never  even  dreamed  that  the  cable  exchange  rate  on  an  English  pound 
sterling  would  ever  drop  to  $4.13^  and  still  no  gold  leaves  London, 
because  he,  in  common  with  all  the  rest  of  us  probably  never  con- 
ceived that  England  would  have  such  great  obligations  that  she  would 
have  to  beg  the  question,  and  flnally  decide  whether  to  send  the  gold  to 
her  colonies  and  thereby  prevent  her  merchants  from  buying  goods 
in  the  United  States,  owing  to  the  prohibited  rate  of  exchange  which 
was  sure  to  follow,  or  to  send  enough  to  the  United  States  to  bring 
the  cable  exchange  up  to  par  and  thereby  cause  her  colonies  to  suffer. 

That  is  the  condition  which  obtains  today  in  England,  and  in  a 
like  measure  obtains  in  France  and  Italy,  because  on  the  same  day 
that  the  English  exchange  dropped  to  $4.12%,  the  exchange  on  ths 
Frmch  franc  normally  19.3c,  dropped  to  12.1c,  and  the  Italian  lire 
normally  worth  the  same  as  the  franc  dropped  to  10.1c  It  is  the  most 
natural  thing  in  the  world  that  these  nations  should  endeavor  te 
increase  their  great  debt  to  us  just  as  little  as  possible  bj  buying 
here  only  those  things  which  they  cannot  buy  of  their  colonies  or  from 
the  nations  which  owe  them  money. 

IjlVUTIiSNTS  IN   FOBDGH  CBBDITS 

If  we  expect  to  continue  to  receive  the  credit  balance  or  trade 
from  these  nations,  we  must  provide  for  them  a  credit  here  by  pui- 
chasing  liberally  of  such  obligations  as  they  may  see  fit  to  issue. 
And  when  I  say  we  must  buy  these  obligations,  I  mean  that  they  must 
be  bought  by  our  great  manufacturing  plants,  by  our  men  of  large 
means,  by  commercial  banks  and  trust  companies,  by  the  producers  ef 
cereals,  by  the  producers  and  dealers  in  pork  and  beef  and  hides  and 
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the  growers  of  cotton,  because  each  and  every  one  of  these  corporations 
and  indiTiduals  will  directly  profit  by  the  great  fiow  of  trade  which 
would  follow  such  bond  absorption. 

I  do  not  mean  that  I  favor  changing  the  state  laws  so  that  savings 
banks  deposits  or  trust  bonds  may  be  invested  in  foreign  securities. 
The  past  five  years  have  taught  us  that  the  bonds  issued  by  foreign 
nations  or  a  great  municipality  are  just  as  liable  to  fluctuation  in 
price,  only  to  a  lesser  degree,  than  are  those  of  industrial  or  railroad 
bonds. 

When  in  April,  1918,  Von  Hindenburg's  seemingly  invincible  legions 
were  threatening  the  chaBnel  ports,  and  the  long  distance  gun  was 
actuaUy  shelling  the  city  of  Paris,  Anglo-French  6  per  cent,  bonds 
were  selling  at  90  and  the  obligations,  of  the  city  of  Paris  could  be 
bought  to  net  the  investor  14  per  cent.  Hie  people  who  bought  the 
bonds  at  that  time  at  those  seemingly  low  prices,  did  so  on  account 
of  the  interest  they  had,  but  they  nevertheless  took  a  chance,  for  had 
Von  Ludendorff  and  Von  Hindenburg  been  successful,  the  Anglo-French 
bonds  would  have  been  subjected  to  German  indenmity  bonds  and  the 
w<mderful  city  of  Paris,  her  architecture,  her  arches,  her  streets,  her 
homes,  and  everything  which  gave  value  to  her  bonds  might  have  been 
damaged  beyond  repair,  or  the  city  left  only  a  series  of  shell  holes. 

Taking  all  these  things  into  consideration,  I  cannot  bring  myself 
to  believe  that  trust  funds  should  be  invested  in  securities  which  are 
beyond  our  eontro)  and  which  are  out  of  the  jurisdiction  of  our  own 
ports.     (Applause). 

Pbesidbnt  Lhbsnbr:  There  is  probably  no  more  able  rail- 
road lawyer  in  the  country  than  Mr.  Lather  M.  Walter,  counsel 
for  the  National  Association  of  Owners  of  Bailroad  Securities. 
He  has  represented  the  shippers  in  railroad  controTersies  and 
his  able  argument  recently  before  the  committees  of  Congress 
which  are  investigating  the  railroad  situation  expresses  the  au- 
thoritatiye  part  Mr.  Walter  is  taking  in  the  solution  of  the 
railroad  problems.  It  is  a  pleasure  to  introduce  Mr.  Walter. 
(Applause). 


THB  BAILHOAD  PROBLEM 

LUTHBR   M.    WaLTBB 

I  would  present  to  you  for  your  earnest  study  and  consideration, 
some  facte  which  are  of  great  moment  in  the  railroad  and  industrial 
life  of  the  nation.  We  are  just  emerging  from  the  stress  of  a  great 
world  war.    The  minds  of  our  people  have  been  occupied  with  considera* 
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tion  of  problema  oonnected  with  that  war.  The  release  of  our  four 
million  young  men  from  arms,  and  the  turning  of  our  induatriea  from 
war-time  production  to  peace-time  production,  is  proceeding  with  great 
rapidity.  Th^e  are,  however,  many  men  who  are  dissatisfied  with 
things  as  they  are,  and  who  are  endeavoring  in  every  way  possible  to 
overthrow  existing  institutions,  and  our  methods  of  doing  business,  and 
are  seeking  to  substitute  theories  either  imported  from  chaotic  European 
society  or  created  in  the  unbalanced  mind  of  a  few  of  our  dissatisfied 
people. 

The  first  and  foremost  problem  is  the  settlement  of  the  transportation 
question.    What  is  to  be  done  with  our  railroads? 

For  the  time  being  I  am  one  of  general  counsel  of  the  National 
Association  of  Owners  of  Railroad  Securities  and  have  been  for  several 
months  past  working  upon  the  problem  under  the  direction  of  the  presi- 
dent of  the  association,  Hr.  8.  Davies  Warfield,  of  Baltimore,  who  has 
evolved  a  plan  of  regulation  which  has  come  to  be  generally  known  as  the 
Warfield  Plan,  and  to  which  I  shall  hereafter  refer  by  that  name. 

The  National  Association  of  Owners  of  Railroad  Securities  ia  a 
voluntary  organization  made  up  of  holders  of  railroad  securities,  both 
stocks  and  bonds,  the  latter  predominating.  Throui^  ita  maMbtfshqi, 
directly  and  indirectly,  by  institutional  and  individual  membership, 
the  association  now  represents  nearly  nine  billions  of  dollars  in  actus) 
paid  up  membership  of  the  outstanding  nineteen  bUlions  of  undapli- 
cated  railroad  secuHtiee, 

The  largest  single  holders  are  the  great  life  insurance  companies, 
savings  banks,  universities  and  colleges,  banks  and  individual  investors. 
Approximately  30,000,000  people  own  the  outstanding  six  million  life 
insurance  policies;  one-fourth  of  the  investments  made  by  these  com- 
panies to  protect  the  beneficiaries  of  their  policyholders  is  in  railroad 
securities.  You  gentlemen  have  paid  to  the  great  life  insurance  com- 
panies of  the  country  your  annual  premium  on  various  forms  of  life  is- 
surance  policies,  believing  that  your  estates,  your  dependents,  will  be 
better  protected  by  that  form  of  investment  perhaps  than  many  other 
kinds.  The  premiums  you  have  paid  have  been  invested  by  the  life 
insurance  companies  to  protect  your  ben^ciariee,  in  investments  of 
many  types.  You  can,  therefore,  easily  see  how  important  it  is  that 
our  Government  should  exercise  every  care  to  protect  the  integrity 
of  investments  in  railroad  securities.  The  great  savings  banks  are 
members  of  our  Association  and  they  have  some  nine  million  depositors 
their  deposits  have  largely  been  invested  in  railroad  securities.  You 
therefore  find  that  the  great  mass  of  our  people  are  vitally  interested 
in  the  integrity  of  railroad  securities,  and  for  them  this  Associatioii 
appeared  before  Ck>ngress  and  presented  its  views. 

The  purpose  of  this  Association  is  to  secure  from  public  authority 
8u<di  action  as  will  protect  the  investments  already  made  and  make  it 
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possible  for  capital  to  be  furnished  to  the  railroads  for  future  needs. 
The  financial  structure  of  all  credit  depends  upon  the  results  of  legisla- 
tion by  this  Congress  upon  the  railroad  question^  We  believe  that 
capital  invested  in  railroad  properties  is  entitled  to  a  fair  return, 
that  labor  employed  upon  these  properties  b  entitled  to  a  just  wage, 
and  that  the  public  which  furnishes  the  money  for  wages,  for  other 
operating  expenses,  and  for  return  upon  the  capital  invested  is  entitled 
to  efficient  service  at  the  lowest  cost  which  will  make  such  provision. 

Rbaxion  or  Railboad  !Pboblbic  to  IivmrsTBT 

At  the  outset  I  desire  you  to  understand  that  this  Association  in  its 
membership  includes  investors  not  alone  in  railroad  properties,  but 
in  all  of  tiie  industries,  in  properties  of  whatsoever  kind  throughout 
the  United  States.  Plans  have  been  submitted  to  Ckingress  with  the 
great  force  of  organized  railroad  employes  demanding  the  nationaliza- 
tion or  socialization  of  railroad  properties  with  a  statement  that  this 
is  but  the  entering  wedge  and  when  the  railroad  properties  be  so 
disposed  of  there  will  be  an  advance  all  along  the  line  in  the  great 
industries  in  an  effort  to  take  them  from  their  present  owners  and 
nationalize  them  for  the  benefit  of  their  employes.  The  press  in  the 
last  few  days  has  carried  information  that  the  United  Mine  Workers 
of  America  have  endorsed  and  propose  to  throw  all  their  infiuence 
in  support  of  the  Plumb  Plan,  as  well  as  for  the  nationalization  of 
mines. 

Briefly,  the  plan  presented  by  Mr.  Plumb,  with  the  express  approval 
of  all  the  fourteen  railroad  organizations  and  of  the  American  Federa- 
tion of  Labor,  provides  that  the  national  €K>vemment  shall  purchase 
the  railroads  of  the  country  at  what  he  asserts  is  a  fair  value,  viz.: 
ten  to  twelve  billions  of  dollars,  although  the  investment,  as  shown 
by  the  books  of  the  carriers,  in  the  aggregate  exceeds  nineteen  billion 
dollars,  with  outstanding  unduplicated  securities  of  approximately  the 
same  amount.  From  the  freight  rates  and  passenger  rates  collected 
from  the  public  there  will  be  set  aside  as  a  sinking  fund  one  per 
cent,  upon  the  amount  of  Grovernment  bonds  outstanding  to  amortize 
the  Government  indebtedness,  which  it  is  asserted  will  occur  within 
fifty  years,  after  which  time  there  will  be  no  interest  charge  to  pay 
upon  these  properties.  At  the  time  the  Government  buys  these  proper- 
ties, all  of  the  employes  and  officials  of  the  railways,  from  president 
down  to  waterboy,  would  become  members  of  a  private  corporation 
to  which  the  Government  would  lease  these  railroad  properties.  The 
management  would  be  vested  in  fifteen  men,  five  appointed  by  the 
President  of  the  United  States,  five  selected  by  the  classified  employes 
of  the  railways,  and  five  selected  by  the  remaining  officials,  being 
generally  men  above  the  rank  of  dispatcher  and  superintendent.  After 
wages  and  other  operating  expenses  have  been  paid,  as  well  as  fixed 
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charges,  the  private  corporation  would  divide  the  net  eamingB  equally 
with  the  Government.  The  half  accruing  to  the  private  oorporatioa 
would  he  divided  between  the  clasBified  employes  and  the  managing 
officials,  the  latter  receiving  twice  the  rate  of  dividend  accorded  to  the 
classified  employes. 

Such,  briefly,  is  the  Plumb  Plan.  It  is  appallingly  simple.  The 
Gk>vernment  simply  presents  to  the  employes  of  the  railways  of  ths 
country  all  of  the  railway  property  in  the  United  States  and  compels 
shippers  and  traveling  public  to  pay  not  only  the  cost  of  operatioa, 
but  to  set  aside  annually  a  sufficient  amount  to  retire  the  Qovemment 
bonds  which  have  been  issued  in  payment  for  the  railroads.  Perhaps 
you  gentlemen  would  better  understand  what  this  proposition  meaas 
if  you  considered  what  it  would  mean  if  the  United  States  Govera- 
ment  were  to  buy  all  of  the  steel  mills  of  the  country,  all  the  mines 
of  the  country,  all  of  the  great  manufacturing  industries,  even  the 
farms  of  the  country,  and  turn  them  over  to  those  who  are  now 
laboring  within  and  upon  them,  without  cost  to  those  employes.  Ifr. 
Plumb  proposes  to  try  out  this  theory  first  upon  the  railroads.  Bat 
I  think  he  mistakes  the  temper  of  the  American  people,  and  particularly 
of  the  American  workingman,  if  he  believes  that  they  are  willing 
to  see  the  railroads  of  the  country  presented  as  a  gift  to  the  two 
million  men  who  are  now  employed  upon  them,  at  the  highest  wages 
and  with  the  best  working  conditions  ever  enjoyed  by  any  set  of  em- 
ployes in  the  world.  Do  you  think  there  will  even  be  any  money  to 
divide  between  the  employes  and  the  QovernmentT  Will  not  wages 
and  salaries  always  use  up  the  total  amount  of  earnings  left  after 
paying  other  operating  expenses?  With  ten  representatives  of  the 
management  and  employes  of  the  railways  on  the  board  of  manage- 
ment,^ out  of  fifteen,  how  else  could  it  bet 

Railway  NATioNAUZAHOir 

When  members  of  the  House  Conunittee  on  Interstate  Commereo 
asked  lb.  Plumb  and  the  heads  of  the  organizations  what  they  would 
do  if  Ckmgress  failed  to  adopt  the  Plumb  Plan,  they  stated  they 
'*would  appeal  to  the  protective  measures  of  their  organizations  and 
would  go  to  the  people  to  elect  a  Congress  and  a  President  which 
would  adopt  the  Plumb  Plan."  You  may,  therefore,  expect  men  to  W 
nominated  for  Congress  next  year,  who  will  espouse  the  Plumb  Plaa 
in  order  to  secure  political  support.  I  think  you  might  well  say  to 
your  members  in  Congress  to  stand  steadfast  by  the  principles  of  oar 
Government,  the  principles  upon  which  our  industries  have  grown  to 
be  the  greatest  in  the  world,  and  to  be  undisturbed  by  the  clamor 
of  an  organized  minority  which  supports  a  proposition  it  does  sot 
understand.  When  the  sober  intelligent  thought  of  our  voters  fully 
appreciate  what  the  Plumb  Plan  proposes,  it  will  be  rejected  finally 
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and  overwhelmingly.  I  believe  the  members  of  Congresa  will  stand 
steadfast,  but  it  will  be  a  source  of  encouragement  to  them  to  know 
that  their  people  at  home  support  them  in  the  course  they  have  adopted. 
Hie  shippers  of  this  country  are  the  owners  of  producing  and  manu- 
facturing plants.  Their  investments  in  farms,  mills,  mines,  factories, 
represent  the  capital  of  the  United  States,  and  have  given  and  are 
giving  employment  to  millions  of  our  workers.  Their  success,  their 
ability  to  continue  operations,  measures  the  ability  and  opportunities 
of  all  our  working  people.  With  labor  the  best  paid,  best  clothed,  best 
housed,  best  educated,  best  entertained,  it  has  ever  been  in  the  entire 
history  of  the  world,  you  have  little  need  for  concern  at  any  threats 
which  may  be  presented  in  an  effort  to  compel  Congress  to  abandon 
its  fixed  principles  in  perfecting  legislation. 

TBB  FmSAL  IUlIJK>AD  ADMIlflSTBAIIOH 

The  National  Association  of  Owners  of  Railroad  Securities  has  pre- 
sented a  bill  which  embodies  and  effectuates  the  views  of  that  associa- 
tion. Before  beginning  a  discussion  of  our  bill,  I  desire  briefly  to 
ecMument  upon  certain  facts  and  principles  which  are  undeniable  and 
eootrolling.  The  President  took  possession  and  assumed  control  of  the 
railroad  transportation  systems  of  this  country  in  the  closing  days  of 
1917,  solely  for  war  purposes.  The  war  having  ended,  the  President 
has  announced  his  intention  to  return  these  properties  to  their  owners 
on  December  Slst  next.  The  results  of  operation  by  the  Railroad 
Administration  show  a  financial  loss  to  the  Government  during  the 
calendar  year  1918  of  about  $250,000,000,  and  during  the  first  six 
months  of  1919  of  approximately  $300,000,000.  This  loss  in  all  proba- 
Mlily  will  continue,  so  that  by  the  end  of  1919  it  will  probably  be 
found  that  the  aggregate  financial  cost  to  the  Government  in  operating 
our  railroad  systems  will  approximate  one  billion  dollars.  This  loss 
the  Government  cannot  possibly  recover.  The  service  given  the  public 
has  been  less  efficient  and  more  expensive.  I  believe  the  public  is  cured 
of  any  possible  desire  it  may  have  had  for  Government  ownership. 
The  return  of  the  railroads  to  their  owners  must  be  accomplished  with 
the  least  possible  disturbance  to  financial  and  operating  conditions. 

The  total  rental  which  the  Government  is  to  pay  for  the  use  of  the 
railroads  is  the  average  net  income  from  each  railroad  under  Federal 
control  during  the  three-year  period  ending  June  30,  1917,  and  aggre- 
gates $050,000,000.  During  the  first  six  months  of  1019  the  Railroad 
Administration  earned  net  only  39.8  per  cent  of  the  rental  which  it  is 
compelled  to  pay.  During  the  first  six  months  of  1918  the  net  earnings 
was  only  38.4  per  cent,  of  the  rental.  There  is,  therefore,  only  1.4 
per  cent,  increase  in  the  earnings  for  the  first  six  months  of  this  year 
as  compared  with  the  first  six  months  of  1918.  Class  1  railroads  of 
the  United  States  are  those  having  annual  gross  revenues  of  more 
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thaa  one  million  dollars.  They  comprise  ninety -seven  per  oeut  of 
the  total  railroad  mileage,  and  handle  ninety-seven  per  cent,  of  the 
total  railroad  business  of  the  United  States.  During  the  first  seven 
months  of  1918  the  net  operating  income  of  Class  1  railroads  approxi- 
mated $233,000,000,  as  against  $288,000,000  for  the  first  six  months 
of  1918;  during  1919  railroad  rates  were  about  25  per  cent,  on  freight 
traffic  and  50  per  cent,  on  passenger  traffic  greater  than  in  the  first 
half  of  1918.  The  Director  General  earned  net  $54,000,000  less 
during  the  first  seven  months  of  1919  than  was  earned  in  the  first 
seven  months  of  1918,  operating  expenses  having  increased  14.6  per 
cent.,  while  operating  revenues  increased  only  10  per  cent.  The  number 
of  loaded  car  miles,  loading  per  car  and  number  of  loaded  cars  is 
a  train,  was  less  during  the  first  seven  months  of  1919  than  during 
the  same  period  of  1918.  In  other  words,  efficiency  of  operation  was 
less  during  1919  than  for  a  comparable  period  of  1918.  During  the 
first  six  months  of  1919,  the  Baltimore  &  Ohio  Railroad  failed  by 
$4,000,000  to  earn  its  operating  expenses. 

The  Director  General  is  now  considering  demands  for  increases  in 
wages  of  more  than  $800,000,000  annually.  Without  any  further  in- 
crease in  wages,  and  with  a  continuance  of  the  present  rates  and  operat- 
ing expenses,  many  of  the  railroads  would  be  unable  to  pay  their 
out-of-pocket  operating  expenses,  if  their  properties  were  returned  to 
them  for  operation.  It  is,  therefore,  urgently  necessary  that  Congress 
legislate  for  the  protection  of  these  properties.  The  President  has  said 
that  he  will  return  them  on  December  31st  of  this  year. 

Many  of  the  plans  presented  to  Congress  and  yet  to  be  presented, 
call  for  the  adoption  of  new  and  untried  experiments  destructive  of 
•orporate  organizations,  requiring  the  creation  of  new  and  larger 
•orporations  with  forced  mergers  of  hitherto  independent  competing 
railroads,  all  of  which  requires  indefinite  delay.  No  other  plan,  com- 
plete in  itself,  for  railroad  legislation  has  yet  been  presented  to  Con- 
gress which  does  not  require  great  delay.  Whatever  is  done  shouM 
be  done  quickly.  Revenues  of  the  carriers  must  produce  ample  funds 
to  pay  operating  expenses  and  a  reasonable  return  upon  the  fair  value 
of  the  property  devoted  to  the  public  use. 

The  Sbcxtbitt  Ownkbs'  Plan 

The  keystone  of  the  Warfield  plan  is  a  Congressional  direction 
to  the  Interstate  Commerce  Commission  that  it  shall  make  freight  and 
passenger  rates  sufficient  to  pay  operating  expenses,  maintain  the 
properties  and  give  not  less  than  a  6  per  cent,  return  upon  the 
aggregate  fair  value  of  the  property  devoted  to  transportation  in  eadi 
•f  the  principal  traffic  territories.  The  chief  difficulty  in  the  past  has 
been  the  impossibility  of  adjusting  rates  so  that  the  great  bulk  of 
the  railroads  of  the  country  could  earn  sufficient  to  operate  and  main- 
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tain  their  individual  propertiea  without  at  the  same  time  furnishing 
exeeaaive  earnings  to  a  few  great  carriers.  Under  the  Warileld  plaa 
there  is  no  direction  to  the  commission  to  adjust  rates  so  that  each 
carrier  will  have  net  earnings  of  6  per  cent.  All  that  Congress  is  asked 
to  do  is  to  say  to  the  Interstate  Commerce  Commission,  "prescribe 
rates  which  will  keep  the  earnings  of  the  carriers  up  to  a  level  which, 
treating  all  the  railroads  of  the  country  as  a  single  system,  produeea 
6  per  cent,  upon  the  combined  investment  of  all  the  railroads.  Some 
of  the  railroads  will  earn  more  than  six  per  cent,  others  will  earn 
two  per  cent.,  four  per  cent.,  or  six  per  cent.  Each  carrier  will  be 
free  to  earn  as  much  of  the  revenue  which  is  produced  by  this  level 
of  rates  as  its  management  can  secure. 

It  will  be  a  year  or  a  few  years  until  the  fair  value  of  the  individual 
carriers'  properties  is  determined.  Pending  such  determination  as  a 
temporary  base,  we  suggest  the  combined  property  investment  accounts 
of  the  carriers.  Since  July  1,  1907,  these  accounts  have  been  kept 
in  accordance  with  accounting  requirements  of  the  commission.  At 
the  end  of  the  fiscal  year  ending  June  30,  1907,  the  aggregate  property 
investment  account  in  road  and  equipment  of  the  carriers  was  $13,- 
000,000,000;  on  December  31,  1917,  the  total  investment  in  road  and 
equipment  had  reached  more  than  $19,000,000,000.  It  will  thus  be  ap- 
parent that  since  the  date  the  commission  prescribed  rules  for  keeping 
these  accounts,  nearly  50  per  cent,  has  been  added  to  the  accounts 
as  they  existed  in  1907,  and  that  addition  was  in  cash.  The  Interstate 
Commerce  Commission  itself  has  in  several  cases  used  the  investment 
account  for  the  very  purposes  for  which  we  are  here  suggesting' its 
Qse,  viz.,  to  determine  the  sufficiency  of  the  railway  operating  income 
of  the  carriers.  In  the  opinion  of  the  Interstate  Commerce  Commission 
in  the  Five  Per  Cent.  Case,  decided  July  29,  1914,  the  Commission 
had  before  it  on  its  own  investigation  a  proceeding  of  the  inquiry 
presenting  two  questions: 

1.  Do  the  present  rates  of  transportation  yield  to  common  carriers 
by  railroad  operating  in  Official  Classification  Territory  adequate 
revenues? 

2.  If  not,  what  general  course  may  carriers  pursue  to  meet  the 
situation? 

The  opinion  in  that  case  will  be  found  in  Vol.  31,  Interstate  Com- 
merce Commission  Reports,  page  351. 

The  Interstate  Commerce  Commission  in  that  case  carefully  reviewed 
all  the  facts  and  reached  the  conclusion  that  the  only  available  basis 
on  which  it  could  determine  whether  the  net  operating  income  of  the 
carriers  was  sufficient  was  the  property  investment  accounts  of  the 
carriers.  The  Commission  pointed  out  that  it  was  just  beginning  the 
Taluation  of  the  railway  properties  and  that  it  would  be  several 
years  before  that  work  was  finished.     It  reached  the  conclusion  tliat 
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the  practical  necessity  of  the  situation  would  not  permit  it  to  defer 
action  until  such  a  valuation  had  been  completed.  The  Commissum 
aocepted  the  property  investment  accounts  of  the  carriers  and  reached 
the  conclusion  that  since  the  net  operating  income  had  been  on  the 
average,  during  the  period  from  1900  to  1014  only  5.64  per  cent  <n 
the  combined  property  investment  account,  the  carriers  were  entitled 
to  an  increase  in  revenue.  Just  as  the  Commission  was  confronted 
with  an  emergency  and  was  compelled  to  accept  the  property  investment 
account  of  the  carriers  as  the  basis,  just  so  today  Congress  is  confronted 
with  an  emergency  in  railroad  finance  and  operation,  and  should  accept 
the  property  investment  account  as  the  basis.  There  is  nothing  else 
it  can  accept. 

Having  demonstrated  the  correctness,  as  I  believe,  of  the  property 
investment  account  as  the  basis,  it  becomes  necessary  to  discuss  the 
facts  in  support  of  6  per  cent,  as  a  proper  rate  of  return.  In  the 
Federal  reserve  act  Congress  itself  fixed  6  per  cent,  as  the  rate  of 
dividend  to  be  paid  upon  the  capital  invested.  The  Supreme  Conrt 
of  the  United  States,  in  its  last  term,  held  in  the  Lincoln  Gas  case, 
that  0  per  cent,  was  the  minimum  return  consonant  with  the  provisions 
of  the  Federal  Constitution  forbidding  the  taking  of  property  without 
just  compensation.  In  your  every  day  walks  of  life  you  gentlemen 
know  that  6  per  cent,  is  the  minimum  rate  of  return  which  Congress 
should  require  upon  railway  investment.  That  is  the  minimum  which  is 
curr^it  in  your  every  day  dealings.  There  can  certainly  be  no  criticisin 
in  fixing  6  per  cent,  as  the  rate  of  return. 

PUBUO  DtSnOBUTION  OF  EXOBBS  EABlfINQ8 

We  eome  now  to  the  next  most  important  phase  of  the  W&rfield 
plan,  viz.:  the  regulation  of  earnings  in  excess  of  0  per  cent,  upon  the 
property  actually  devoted  to  the  public  use.  We  have  called  your 
attention  to  the  fact  that  one  of  the  great  difllculties  has  been  tht 
adjustment  of  the  rate  structure  so  that  the  great  bulk  of  the  roadt 
would  have  sufficient  revenue  without  at  the  same  time  giving  ex- 
cessive earnings  to  the  stronger  roads.  The  weak  and  the  strong  roads 
operate  in  the  same  territory.  The  rate  which  is  applicable  on  one 
must  be  applicable  upon  the  other,  else  the  road  with  the  lower  rate 
.would  earry  all  the  tonnage,  and  the  road  with  the  higher  rate  would 
find  itself  without  tonnage.  Having  in  mind  the  fundamental,  long 
established  rule  that  an  investment  in  a  public  utility  such  as  a  rail- 
road is  entitled  only  to  a  fair  return,  there  can  he  no  constitutional 
inhibition  upon  Congress  fixing  a  maximum  return.  There  should,  how- 
ever, be  accorded  to  a  carrier  a  portion  of  the  earnings  in  exoess  of 
the  maximum  reasonable  return  so  that  the  incentive  to  economy  and 
efficiency  in  operation  should  not  be  lost.  We  believe  that  one-third 
of  the  excess  over  6  per  cent,  is  sufficient  to  encourage  incentive  and 
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iaitiatiTe  in  operation;  that  the  carrier  will  be  anxious  to  make 
the  additional  dollar  in  order  that  it  may  have  the  33  1/3  cents  for  its 
•wn  treasury.  The  other  two-thirds  of  the  excess  should  be  divided 
equally  between  labor  and  the  public  which  has  paid  the  money. 

Thus  we  have  what  we  regard  as  the  ideal  relation  between  capital, 
which  has  made  the  investment;  labor,  which  has  performed  the  service; 
and  the  public,  which  has  paid  labor  and  capital  for  its  services.  The 
application  of  this  principal  will  not  reduce  the  usual  and  customary 
dividends  of  the  carriers.  Had  the  system  been  in  effect  during  the 
test  period  of  three  years,  ending  June  30,  1917,  there  would  have 
been,  on  all  railroads  of  the  United  States,  combined  excess  earnings 
•f  $126,000,000.  The  corporations  that  earned  in  excess  of  6  per  cent, 
would  have  received  one-third,  $42,000,000;  there  would  have  been 
left  to  divide  between  labor  and  the  public  some  $84,000,000.  During 
that  three-year  period,  had  the  Warfleld  plan  been  in  effect,  every 
customary  dividend  could  have  been  paid.  The  only  effect  would  have 
been  to  reduce  the  corporate  surplus  of  carriers  to  whose  earnings 
the  plan  applied.  The  result  of  the  Warfield  plan  on  a  few  of  the 
great  railroads  of  the  country,  if  that  plan  had  been  in  effect  during 
the  three  years  ending  June  30,  1917,  is  shown  in  the  following  figures: 

IifCBBASB  nf   Nht  Opesiating   Income  Oveb  Three- Year   Pebiod 

Railroad 

Pennsylvania  R.  R $6,201,766 

Southern  Pacific  System  6,310,177 

Baltimore  &  Ohio 4,060,326 

Chicago,  Milwaukee  &  St.  Paul 4,859,065 

Chicago,  Rock  Island  k  Pacific 3,582,112 

Missouri    Pacific , 3,493,438 

New    York    Central 1,504,677 

Atchison,  Tbpeka  &  Santa  Fe 1,471,167 

Lehigh   Valley 1,285,913 

Chesapeake  &  Ohio 1,143,452 

Chicago  &  Northwestern 1,079,778 

Atlantic   Coast   Line 679,401 

Central    of   Georgia 431,804 

Northern    Pacific S474W 

In  addition  to  the  increased  net  operating  income  shown  above  these 
roads  would  have  contributed  $21,651,376  to  the  fund  provided  by  the 
plan  through  the  regulation  of  excess  earnings. 

The  following  are  illustrative  instances  of  roads  which  would  con- 
tribute a  portion  of  their  excess  earnings  for  division  under  the  plan, 
slK>wing  their  unimpaired  ability  to  pay  customary  dividends  and  to 
aocumolate  substantial  surpluses : 
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Railroad 

#hicago,  Burlington  &  Quincy $17,368312 

Delaware,  Lackawanna  &  Western 5,883,666 

Delaware   A   Hudson 1,637,463 

Norfolk    &    Western 6,634,776 

Union  Pacific   System 16,471,355 


941,886,462 

Im  addition  to  the  surpluses  indicated  aboye  these  roads  would,  wnder 
the  plan,  have  contributed  $22,470,158  to  the  excess  earnings  fond,  still 
kaTingf  them  $41,800,402  surplus.  This  sufllciently  answers  the  ehargc 
ol  confiscation. 

#ne  hundred  and  nine  railroads  which  would  not  earn  6  per  eeat 
(their  average  being  4.61  per  cent. )  under  the  operation  of  the  plan  would 
neyertheless  have  received  $57,804,375  net  operating  income  more  thas 
their  average  for  the  three-year  period.  These  100  railroads  oonstitote 
the  so-called  less  favorably  situated  roads.  They  are  the  roads  operating 
a  majority  of  the  mileage  of  the  United  States  whose  necessity  for  addi- 
tkmal  revenue  makes  obligatory  a  rate  level  higher  than  required 
for  the  more  favorably  situated  roads.  It  is  obvious  that  the  lonaer 
san  never  secure  this  relief  without  regulation  of  excess  earning! 
ol  those  carriers  whose  surplus  would  be  largely  increased. 

It  is  equally  obvious  that  regulation  of  excess  earnings  will  la  no 
respect  impair  the  credit  or  financial  status  of  those  other  roads  whose 
SKeess  earnings  would  be  regulated. 

Stabhizino  Railboad  Cbbzit 

The  great  purpose  and  the  practical  effect  of  the  Warfield  plan  ii 
the  two  phases  which  I  have  just  discussed,  would  be  to  stabilise  rail- 
road credit.  Members  of  our  association,  constituting  the  large  is- 
vestors  as  well  as  the  small,  have  assured  us  that  with  this  system 
in  effect  the  railroads  of  the  country  will  be  able  to  secure  all  the 
sapital  which  they  need  to  expand  and  develop  their  properties  and 
to  give  the  public  the  service  to  which  it  is  entitled. 

Three  wedcs  ago  Mr.  Warfield,  as  president  of  the  association,  pre- 
sented to  the  Congress  a  memorial  signed  by  many  of  the  institutioot 
represented  by  you  gentlemen  here  today,  expressing  profound  ooneem 
lest  remedial  legislation  by  Congress  should  fail  to  reach  the  heart 
of  the  railroad  problem.  In  that  memorial  Congress  was  urged  to 
fix  the  minimum  return  to  the  railroads  in  the  aggregate  at  6  per  cent 
That  memorial  expressed  to  the  Congress  the  firm  conviction  that  a 
reasonable  proportion  of  the  earnings  beyond  the  primary  return  of 
6  per  cent,  should  be  retained  by  the  railroad  earning  it  as  an  inssotive 


Digiti 


zed  by  Google 


SAYINQS  BANK  8BCT10N  tfT 

to  wiBmmoj  and  improvonent  in  service,  the  balance  to  be  diipoeed  of 
in  the  public  interest  Congresa  at  the  same  time  would  thus  proride 
against  the  retention  of  excessive  earnings  by  the  more  favorablj 
situated  roads.  The  memorial  was  signed  by  industries  and  investing 
institutions  representing  twenty-seven  billion  of  the  outstanding  forty- 
sevm  billion  of  the  total  investing  resources  of  the  United  States,  in- 
dnsive  of  international  banking  houses,  private  banking  houses  and 
private  banks,  investment  banks  and  brokers  and  traders  in  securities; 
thus  57  per  cent,  of  the  total  investing  resources  signed  that  memoriaL 
The  signatures  included  the  great  savings  banks,  life  insurance  com- 
panies, fire,  marine  and  surety  companies,  national  and  State  banka 
and  trust  companies.  In  fifty-six  of  the  largest  cities  of  the  country 
the  signers  of  the  memorial  represented  resources  of  nineteen  billion 
out  of  the  total  of  twenty-seven  billion,  or  70  per  cent,  of  the  total 
investing  resources  of  those  fif^-six  cities. 

Approximately  five  thousand  institutions  have  signed  the  memorial; 
through  fiduciary  institutions,  such  as  estates,  and  individual  investors 
have  signed  to  the  number  of  more  than  eight  thousand.  Business 
organiaitions,  sudi  as  boards  of  trade,  chambers  of  commerce  and 
business  firms  have  signed  to  the  number  of  more  than  sixteen  hundred. 
The  savings  banks  signing  this  memorial  have  depositors  numbering 
more  than  five  and  a  half  million  of  the  nine  million  total  depositors 
in  the  mutual  savings  banks  of  the  country.  The  number  of  policy 
holders  represented  by  the  life  insurance  companies  in  unduplicated 
policies  signing  the  memorial  is  twenty-three  million  of  the  thirty-three 
milli<m  outstanding  unduplicated  life  insurance  policies.  The  signers  of 
the  memorial  are  located  in  nearly  twenty-five  hundred  cities,  towns 
and  communities  of  the  United  States.  Congress  probably  has  never 
bad  presented  to  it  a  more  important  representation  from  the  investing 
public  of  the  United  States.  Is  it  possible  that  the  Congress  will  not 
heed  this  practical  and  reasonable  request  for  the  preservation  ef  rail- 
way credit  of  the  United  States? 

The  CuMicms  Bill 

The  Senate  Committee  on  Interstate  Commerce,  during  the  months  of 
Jsnuary  and  February,  held  hearings  at  which-  all  of  the  interests  of 
the  United  States  concerned  with  the  railway  problem  presented  their 
views.  The  subcommittee  of  five,  composed  of  Senators  Cummins,  Poin- 
dexter,  Kellogg,  Pomerene  and  Robinson,  after  several  months  of  earnest 
consideration,  reported  to  the  full  committee  of  the  Senate  a  bill  known 
as  Senate  Bill  2906,  and  the  full  committee  has  for  several  weeks  been 
considering  that  bill  as  the  basis  for  its  report  to  the  Senate  for  its 
consideration.  That  report  probably  will  be  made  within  ten  days  or  two 
weeks. 

The  Cummins  Bill  has  adopted  many  of  the  features  of  the  Warfield 
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plan,  but  as  to  the  two  matters  which  I  have  just  discussed,  Tis. :  fixiig 
the  minimum  return  upon  the  investment  and  recapture  of  excess  eara- 
ings,  it  has  not  followed  the  Warfield  plan  in  its  entirety.  The  Cummiss 
Bill  requires  the  Interstate  Commerce  Oommission  to  fix  the  rate  d 
return  to  be  allowed  upon  the  value  as  so  determined.  The  commisfltoa 
would  then  fix  the  level  of  rates  which  will  produce  the  return  which 
it  has  found  proper.  We  believe  that  Congress  is  the  body  which  should 
fix  the  minimum  return  upon  railway  investment.  That  is  a  question  of 
policy  and  should  not  be  delegated  to  the  Interstate  Commerce  Commis- 
sion, an  administrative  tribunaL  At  least  some  of  the  members  of  the 
Interstate  Commerce  Commission  believe  that  Congress  should  fix  the 
policy  and  definitely  name  the  rate  of  return  in  the  act  so  that  the 
commission  may  be  controlled  thereby  in  the  performance  of  its  duties. 
Furthermore,  the  commission  cannot  fix  the  valuations  of  railway 
properties  short  of  a  term  of  years.  It  is,  therefore,  impracticable  to 
expect  the  commission  to  determine  the  value  for  rate  making  purposes 
more  rapidly  than  it  is  now  determining  the  value  of  these  properties. 
For  current  rate  adjustments  the  commission  cannot  hope  to  make 
valuations  and  for  that  reason  it  is  absolutely  necessary  that  pending 
some  conclusive  valuation  the  Congress  establish  a  measure  of  protection. 
The  only  available  standard  or  measure  is  the  property  investment 
account.  The  Cummins  Bill  undoubtedly  should  be  amended  to  provide 
that,  pending  these  final  valuations,  the  commission  may  use  the  aggre- 
gate property  investment  account  in  each  rate  district  upon  which  ts 
base  the  minimum  rate  level  which  experience  has  shown  to  be  necessary 
to  sustain  transportation,  making  due  provision,  of  course,  that  such 
use  of  the  property  investment  account  shall  not  be  held  to  establish  the 
cost  or  present  value  of  railway  property.  Such  an  amendment  would 
provide  a  definite  measure  for  the  commission  to  use,  pending  Taluations. 
It  is  equally  indispensable  that  Congress  instruct  the  commissios 
not  to  depress  rate  levels  below  6  per  cent,  as  a  minimmn,  because  we 
believe  that  is  the  irreducible  level.  Section  6  of  the  Cummins  Bill 
leaves  to  the  commission  the  absolute  determination  of  a  fair  rate  level, 
subject  only  to  the  constitutional  inhibition  against  confiscation.  This 
section  ought  to  be  amended  so  as  to  provide  a  6  per  cent,  ratio  ia 
lieu  of  the  following  ratio  found  by  the  commission  in  the  15  per  cent 
case  not  to  constitute  a  proper  rate  of  return.  The  figures  for  class  1 
carriers  are : 

Ratio  of  Opebating  Income  to  Investment 

Pet.  Pet 

1917 5.81  1912 5.M 

1916 6.40  1911 5,97 

1916 5.24  1910 5.51 

1914 4.09  1909 5M 

1913 4.62  1908 4.94 
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Further,  the  recapture  chiose  of  Seetion  0  of  the  Cununiiu  Bill  Ib 
objectionable,  in  that  it  fails  to  prescribe  what  is  prima  facie  a  fair 
return  and  forces  controversy  in  the  coures  over  the  right  to  any  part 
of  the  earnings,  whether  over  or  under  six  per  cent.  A  definite  mini- 
mum return  should  be  protected  against  recapture  in  any  event.  The 
Commission  should  be  admonished  that  it  must  not  take  any  earnings 
so  as  to  reduce  any  carrier's  return  below  0  per  cent,  upon  the 
value  of  its  property,  plus  fair  reserves  to  be  determined  by  the  Com- 
mission and  a  fair  proportion  of  its  excess  earnings  to  furnish  in- 
centive and  efficiency  and  economy.  The  determination  of  that  base 
limit  involves  an  exercise  of  legislative  discretion.  It  is  entirely  safe 
and  legal  to  permit  Commission  to  determine  the  question  of  reserves 
applicable  to  all  carriers  or  to  each  individual  corporation.  It  would 
also  be  safe  to  permit  the  Commission  to  determine  from  time  to 
time  what  uniform  percentage,  if  any,  in  excess  of  one-third  of  their 
excess  earnings  should  be  retained  by  any  particular  carrier.  We 
believe  that  one-third  is  the  minimum  amount  of  such  excess  which  the 
road  producing  it  should  be  permitted  to  retain,  in  addition  to  any 
reserves  permitted  by  the  Conunission.  The  Cummins  Bill  now  requires 
a  carrier  to  pay  back  all  of  its  earnings  in  excess  of  a  fair  return 
upon  the  value  of  its  property;  such  a  policy  is  not  helpful.  The 
carrier  feeling  that  it  had  earned  6  per  cent,  upon  its  property  would 
take  care  that  there  was  none  in  excess  thereof  if  it  had  to  give 
up  all  of  that.  The  Act  must  provide  thut  the  carrier  may  retain 
a  portion  of  the  excess  earnings;  certainly  that  should  not  be  less 
than  one-third  and  it  may  be  that  it  ought  to  be  greater  than  one- 
third,  in  order  that  the  corporation  will  be  constantly  pulling  on  the 
traces;  operating  economically  and  efficiently. 

In  another  respect  the  Cummins  Bill  contains  a  provision  which  we 
regard  as  highly  destructive  of  railway  credit  and  that  is  compulsory 
consolidation  within  seven  years  of  all  of  the  railway  properties  of  the 
country  into  not  less  than  twenty  nor  more  than  thirty-five  corpora- 
tions. We  believe  in  consolidation  which  may  be  in  the  public  interest 
and  we  are  willing  to  leave  to  the  Interstate  Commerce  Commission  the 
determination  of  what  is  in  the  public  interest;  but  we  are  opposed 
to  the  surrender  of  the  securities  now  outstanding  issued  by  some  two 
thousand  odd  corporations,  and  to  have  in  their  stead  securities 
issued  by  twenty  to  thirty-five  corporations  which  the  Cummins  Bill 
provides  for. 

Pbovisionb  as  to  Labob 

There  is  one  feature  of  the  Cummins  Bill  which  is  most  important 
and  which  I  think  you  will  heartily  approve;  that  is  the  provision 
dealing  with  wage  disputes.  Briefly,  the  Bill  creates  a  Government 
tribunal  for  the  settlement  of  all  disputes  between  the  employes  of 
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railway  oompanieB  and  the  oompaniea  themaelYM,  iiKdading  izing  of 
wages  and  eonditions  of  labor.  The  members  of  the  Senate  Committee, 
perhaps  somewhat  reluctantly,  haye  reached  the  ooncluaion  that  it  is 
necessary  that  the  GoTemmeiit  shall  ultimately  fix  the  wages  of  railway 
employes.  There  is  no  other  way  possible  to  handle  the  present  situa- 
tion. Transportation  is  a  governmental  function  or  at  least  closely 
allied  to  governmental  functions.  It  is,  therefore,  impossible  to  con- 
template continuing  the  disturbing  controversies  between  the  railway 
companies  and  their  employes.  To  handle  this  situation  the  BiU 
creates  a  Committee  of  Wages  and  Working  Conditions,  composed  of 
eight  members,  four  of  whom  represent  labor  and  four  of  whom  repre- 
sent the  railroad  corporations.  The  members  are  appointed  for  s 
term  of  four  years;  four  are  recommended  by  the  employes  themselves 
and  four  by  the  railroad  corporations.  The  Bill  makes  it  the  duty  of 
the  Committee  of  Wages  and  Working  Conditions  to  eonsider  all  son- 
plaints  submitted  by  representatives  or  employes  or  of  the  carriers  and 
to  make  decisions  l^  majority  vote  as  promptly  as  practicable.  The 
decision  of  this  Committee  when  finally  reached  is  intended  to  be  bind- 
ing and  conclusive  everywhere.  The  Bill  lays  down  deflnitionB  by 
which  the  Committee  is  to  be  governed.  Wages  are  required  to  be 
just  and  reasonable  and  in  determining  the  fairness,  justness  and 
reasonableness  of  wages  and  salaries  the  Board  must  tdce  into  con- 
sideration, among  other  relative  circumstances,  the  scale  of  wages 
for  similar  kinds  of  work  in  other  industries,  the  relation  between 
wages  and  the  cost  of  living,  the  hazards  of  the  employment^  training 
and  skill  required,  the  degree  of  responsibility  and  the  charaetw  and 
regularity  of  the  employment.  The  Bill  further  carries  a  provision 
making  it  unlawful  for  two  or  more  persons  to  oiter  into  any  com- 
bination or  agreement  to  hinder,  restrain  or  prevent  the  movement  of 
traffic  in  interstate  commerce,  and  attaches  a  jail  sentence  not  ex- 
ceeding six  months.  The  prohibition  is  intended  to  make  unlawful 
both  lock-outs  and  strikes.  The  individual  employe  is  free  to  leave 
the  service  of  the  carrier  whenever  he  sees  fit;  the  purpose  of  the 
Bill  is  to  prevent  combinations  of  employes  which  would  result  in  a 
general  suspension  of  transportation. 

We  have  reached  that  stage  of  development  and  civilization  in 
our  country  in  which  the  lives  and  welfare  and  the  health  of  all  the 
people  of  the  country  depend  upon  the  continuous,  constant  and  r^fular 
interchange  of  commodities  between  communities  and  persons.  There 
are  populous  communities  in  which  interrupted  transportation  for 
two  or  three  weeks  would  change  a  condition  of  plenty  to  a  condition 
of  starvation.  In  certain  seasons  of  the  year  interruption  of  trans- 
portation for  two  or  three  weeks  would  change  comfortable  warmth 
to  freezing  cold.  Modem  life  is  so  complex  and  transportation  is  so 
essential,  that  it  must  be  carried  on  without  obstruction.  The  threat 
•f  Mr.  Jewell,  of  the  American  Federation  of  Labor,  when  the  carmen'f 
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strike  «ecnrred  a  few  weeks  ago  that  he  would  tie  up  transportatioB 
so  tij^t  that  cars  oould  not  be  moved,  and  the  threat  of  revolution 
uttered  fay  spokesmen  of  the  railway  employes  before  the  Committees 
of  Congress,  has  brought  home  to  the  members  of  the  Committees 
of  Congress  that  one  of  the  supreme  duties  confronting  them  at  this 
time  is  to  make  it  impossible  for  arbitrary  and  uncontrolled  power 
to  paralyze  the  transportation  agencies  of  the  country  without  bringing 
down  upon  the  guilty  party  punishment  of  the  law  and  certainty  in 
paying  the  penalty  for  such  violation.  There  has  been  too  much  tem- 
porizing, too  much  coddling,  in  the  last  two  or  three  years  in  the 
treatment  of  organized  labor.  What  labor  is  entitled  to  have,  the 
law  should  assure  it.  But  the  public  weal  is  supreme  so  long  as  our 
present  system  of  government  continues  and  no  labor  official  is  without 
responsibility  to  the  law. 

Admxnisteativb  PnoviaiONS 

I  pass  briefly  now  to  other  phases  of  the  Warfleld  Plan.  Increased 
duties  and  greater  responsibilities  in  large  volume  fall  upon  the  Inter- 
state Commerce  Commission.  We,  therefore,  suggest  the  creation  of 
six  regional  conunissions  composed  of  three  members  each.  The 
regional  commission  under  the  general  supervision  and  instructions 
of  the  Interstate  Commerce  Commission  will  enforce  the  Act  to  Regu- 
late Commerce  will  have  jurisdiction  of  rates  wholly  within  their 
respective  territories  and  in  co-operation  with  the  State  commissions 
will  function  just  as  the  Interstate  Commerce  Commission.  The  In- 
terstate Commerce  Commission,  however,  will  see  to  it  that  the  level 
of  rates  in  each  of  the  territories  bears  a  proper  relation  to  other 
territories.  Labor  questions  will  be  submitted  to  the  regional  com- 
mission locally  in  touch  with  conditions. 

The  Warfield  Plan  contemplates  a  continuation  of  the  present  rate 
committees  composed  equally  of  representatives  of  both  railroads  and 
shippers  to  primarily  consider  and  pass  upon  all  changes  in  rates 
requested  by  either  railroads  or  shippers  and  before  being  filed  with 
the  Regional  Commission  or  the  Interstate  Commerce  Commission  as 
provided  in  the  Plan. 

Control  of  the  issue  of  securities  of  all  carriers  engaged  in  interstate 
commerce  would  be  vested  in  the  Federal  authority. 

And  lastly,  the  Warfield  Plan  would  create  a  corporation  operated 
without  profit  to  the  railroads  and  under  Federal  control,  directed 
by  seventeen  trustees  composed  of  the  nine  Interstate  Commerce  Com- 
missioners and  eight  railroad  men,  to  finance  in  the  present  emergency 
such  equipment  as  may  be  purchased  by  it  from  the  Railroad  Admin- 
is^ation  and  allocated  to  the  railroads  and  to  furnish  immediate  means 
for  assisting  in  financing  the  return  of  the  roads,  the  corporation  to 
be  oontinned  as  a  permanent  means  for  mohUising  and  purobaaisg 
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equipment  to  be  leased  to  the  roads,  this  corporation  to  have  control 
of  the  excess  earnings  reduction  fund.  This  corporation  would  consti- 
tute a  management  or  agency  to  continue  or  put  into  effect  the  joint 
use  of  terminals,  unification  of  facilities,  rerouting  of  freight  by  pool- 
ing, or  otherwise,  and  to  continue  or  adopt  such  methods  of  operation 
as  may  have  been  found  successful  or  expedient  during  Federal  control. 
This  corporation  would  furnish  at  all  times  a  trained  and  efficient 
means  for  immediate  mobilization  of  the  railroads  for  war  purpoeei 
without  additional  legislation. 

The  Association  is  opposed  to  compulsory  Federal  incorporation  of 
railroads,  to  the  provision  for  a  new  cabinet  ofiSoer  to  be  known  as  the 
Secretary  of  Transportation,  or  of  any  bureau  which  should  have  soj 
supervision  over  the  Interstate  Commerce  Commission.  We  believe  the 
Interstate  Commerce  Commission  should  be  charged  with  the  dufy  of 
providing  revenues  and  supervising  expenditures.  We  are  opposed  to 
the  creation  of  new  and  larger  regional  companies,  believing  that  tiM 
natural  methods  of  combination  imder  the  supervision  of  the  Com- 
mission, and  with  the  incentive  to  such  merger  under  the  Warfleld 
Plan,  will  afford  to  the  public  the  most  satisfactory  transportation 
service. 

A  transportation  conference  lasting  over  many  months,  called  by 
the  United  States  Chamber  of  Commerce,  carefully  considered  all  of 
the  plans  for  the  solution  of  the  railroad  problem.  It  adopted  in 
its  entirety  the  rule  for  rate  making  devised  by  the  National  Assom- 
tion  of  Owners  of  Railroad  Securities.  It  evolved,  however,  a  different 
method  for  recapturing  excess  earnings. 

Many  state  banking  associations,  manufacturing  organization  and 
shippers  have  endorsed  the  fundamentals  of  the  Warfield  Plan.  We 
believe  it  affords  a  just  and  efficient  method  for  quickly  transferring 
these  railroad  properties  from  governmental  to  private  ccmtroL  It 
may  be  that  the  billion  dollars  which  the  Government  loses  in  the 
experiment  of  Crovemment  operation  will  not  wholly  be  a  useless  ex- 
pense, if  it  prevents  our  people  from  launching  upon  an  experiment 
in  government  ownership. 

The  railroads  of  our  country,  in  their  development,  and  in  the  aid 
which  they  have  afforded  to  our  producers,  manufacturers  and  con- 
sumers, under  private  ownership  attained  the  highest  degree  of  efficiency 
in  service.  Our  people  long  for  the  return  of  that  private  operation, 
'l  confidently  believe  that  our  people  will  return  to  the  sober  and 
accustomed  ways  of  peace  and  without  adopting  new  untried  theories 
which  would  destroy  individual  initiative  and  efikiency.  The  spirit  of 
our  institutions  as  created  and  developed  through  140  years  of  our 
national  existence  must  be  maintained  during  thp  period  of  recon- 
struction following  the  war.  You  men  have  your  part  to  play  in 
bringing  that  reconstruction  about.     If  you  believe  in  the  prindples 
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which  the  Warfield  Plan  undertakes  to  effectuate,  can  you  not  give 
it  your  whole-hearted  support. 

Pkbsidbnt  Leesner  :  If  it  were  in  any  way  called  for  I  am 
sure  the  Savings  Bank  Section  conld  contend  that  they  had 
successfully  approached  this  very  important  subject  of  railway 
situation  without  any  prejudice  or  preconceived  notion  on  the 
part  of  anybody  in  the  conduct  of  this  aflEair  and  the  proof 
could  not  be  better  manifested  than  through  reference  to  the 
gentleman  who  is  going  to  take  up  this  question  from  the 
standpoint  of  the  plan  of  the  Association  of  Bailway  Executives. 
Mr.  Samuel  Eea,  president  of  the  Pennsylvania  Railroad,  who 
is  prominently  connected  with  the  Association  of  Railway  Execu- 
tives and  has  done  much  in  aiding  the  proposed  remedies  for 
railroad  ills^  is  a  representative  of  one  of  the  greatest  systems 
in  the  world  and  comes  to  us  as  a  leading  authority  highly 
capable  of  discussing  this  serious  proposition.  I  am  very  glad 
to  introduce  Mr.  Rea.    (Applause.) 

OTJR  RAILROAD  PROBLEM 
Samuel  Rea 

It  is  a  pleasure  to  address  those  in  charge  of  the  savings  banks 
for  they  have,  through  their  guardianship  and  investment  of  the 
savings  of  our  thrifty  people,  a  substantial  financial  interest  in  the 
proper  solution  of  the  railroad  question.  I  am  convinced  that  the 
savings  banks  are  the  chief  reliance  of  our  people  of  small  means 
who  should  not  risk  their  savings,  but  should  have  them  within  con- 
venient call  at  all  times,  and  without  hazard  of  diminution.  I  com- 
mend your  faithfulness  to  the  trust  reposed  in  you  by  millions  of 
our  people,  who  deposit  their  savings,  for  you  to  protect  their  prin- 
cipal against  loss,  and  in  addition  pay  them  reasonable  interest. 
The  investment  of  this  money  by  you  in  safe  and  useful  enterprises, 
which  furnish  employment  and  encourage  business,  has  been  an  im- 
portant factor  in  developing  our  country  and  assisting  its  people  to 
prosper. 

Five  months  ago  in  this  city,  in  addressing  the  United  States  Cham- 
ber of  Commerce,  I  suggested  a  solution  of  the  railroad  problem.  Since 
then  the  Senate  and  House  Committees  have  had  hearings  and  the 
bmefit  of  about  fifty  or  more  plans  on  this  subject.  As  a  result  I 
now  hope  we  can  soon  close  our  talking  season,  by  Congress  adopting 
constructive   railroad   legislation   that   will    recreate    railroad    credit 
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Today  railroad  credit  is  based  not  solely  on  railroad  earnings  but 
directly  on  the  Treasury  of  the  United  States,  which  is  bad  for  tbe 
nation's  finances  and  business,  and  a  burden  which  increases  its  taxatioB. 

Ra.iI/Wat  Executives'  Pians 

To  assist  in  the  problem  of  restoring  railroad  credit  the  essence  of 
the  plan  presented  by  the  Association  of  Railway  Executives,  repre- 
senting stock  and  other  security  holders  and  managers  of  roads  eamiof 
about  93  per  cent,  of  the  operating  revenues  of  the  country,  was: 

1.  Terminate  Federal  control  as  soon  as  necessary  legislation  is 
enacted.  The  Interstate  Commerce  Commission  to  immediately  adjust 
rates  to  restore  the  roads  to  a  self-sustaining  basis.  Pending  such 
adjustment  the  Federal  Government  to  continue  the  compensation  to 
carriers  under  the  Federal  Control  Act. 

2.  Fund  indebtedness  to  the  €k>vemment  arising  out  of  tnuMte- 
tions  during  Federal  control. 

3.  Exclusive  Federal  regulation  of  all  rates,  in  order  to  terminate 
State  controversies  and  confusing  regulation,  and  enable  the  Interstate 
Commerce  Commission  and  the  suggested  Transportation  Board  to 
squarely  meet  the  entire  responsibility  of  adequate  revenues  required 
to  sustain  railroad  credit.  The  Executives  did  not  recominmd  tbe 
abolition  of  State  Commissions.  They  felt  that  the  State  Oommissions 
would  still  have  a  very  large  and  extensive  field  to  oover  in  tbe 
regulation  of  purely  local  and  intranstate  utilities,  such  aa  gas,  power 
and  water  companies,  urban  and  interurban  transit  lines,  etc  Is 
addition  they  might  be  made  of  great  help  in  the  constitutioa  and 
the  workings  of  the  Regional  Commissions  also  recommended. 

4.  Establishment  of  a  Department  or  Board  of  Transportatioa  to 
look  after  the  transportation  needs  and  facilities  of  tlie  oomtry  is 
general,  so  that  new  capital  might  be  attracted  for  future  additioBS 
and  betterments  and  new  equipment.  The  Board  to  make  reeommcB- 
dations  to  the  Interstate  Commerce  Commission  as  to  rate  inereaaes 
and  adjustments  and  as  to  the  condition  of  railroad  credit.  Hie  ad- 
ministrative functions  of  the  Interstate  Commerce  Commissioii  to  be 
transferred  to  the  Transportation  Board. 

5.  The  Interstate  Commerce  Commission  to  be  charged  with  tbe 
determination  of  reasonable  and  adequate  raihroad  rates,  as  well  as 
railroad  valuation  and  accounting.  Regional  Commission  to  be  ap- 
pointed on  which  every  State  would  be  represented,  thereby  avoidiq; 
the  inconvenience  and  expense  of  concentrating  practically  all  trans- 
portation questions  at  Washington.  The  Interstate  Commeroe  Otmmiis- 
sion  to  have  power  to  fix  minimum  as  well  as  maximum  rates.  The  sus- 
pension power  for  final  rate  approval  to  be  reduced  from  ten  mootbs 
to  about  60  days.  The  pooling  of  cars  and  traflfe  and  the  Joint  we 
of  faeilities  to  be  authorized  subject  to  governmental  mpprofval 
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0.  A  wage  board  to  be  established  for  the  prevention  or  adjustment 
of  labor  controversies,  on  which  the  public  should  be  represented. 

7.  Exclusive  Federal  supervision  of  the  issue  of  railroad  securities 
and  of  all  capital  expenditures. 

8.  Broad  powers  of  consolidation  and  merger  of  carriers  to  be 
conferred  in  order  to  eliminate  unnecessary  corporations.  That  Fed- 
eral incorporation  of  State  carriers  be  permitted  il  essential  for  the 
foregoing  purposes. 

9.  Adequate  rates  to  be  made  mandatory  in  order  to  sustain  railroad 
credit  and  attract  sufBcient  new  capital.  A  statutory  rule  to  be  en- 
acted by  Congress  requiring  that  railroad  revenues  shall  be  sufficient 
to  pay  operating  expenses,  including  wages  and  taxes,  and  give  a 
proper  return  on  the  value  of  property  used  for  railroad  purposes, 
and  be  sufficient  to  attract  new  capital  to  improve  and  expand  the 
transportation  service. 

Judging  by  conditions — ^past,  present  and  looking  to  the  future — 
we  believed  the  foregoing  requirements  to  be  essential  for  any  rational 
plan  of  strengthening  railroad  credit. 

DAirems  or  Fixino  Maximum  Rbtubnb 

As  a  result  of  close  contact  with  the  railroad  problem  here  and 
al»tMid  and  with  the  result  of  past  experience  of  the  National  and  State 
Governments  with  public  works  and  railroads  before  us,  we  felt  that 
Government  ownerriiip  or  a  €rOvernment  guarantee  was  not  desirable 
for  the  railroads  of  the  country.  In  its  last  analysis  a  Government 
guarantee  means  Gknremment  operation,  as,  if  the  Qovemment  is  to 
supply  the  funds,  it  must  have  a  controlling  force  in  expenditures 
for  railroad  operations.  The  situation  today  is  practically  that  of  a 
Government  guarantee.  Similarly,  although  we  realized  our  plan  was 
not  perfect,  we  avoided  fixing  a  maximum  return  to  all  the  railroads 
on  the  property  investment,  and  a  division  of  profits  by  individual 
companies  if  they  exceeded  that  maximum,  believing  that  any  attempt 
to  confiscate  surplus  earnings  of  any  individual  company  would  surely 
eliminate  initiative,  restrict  competition  and  injure  credit  Interest 
rates  are  exceedingly  high  compared  to  the  pre- War  period,  and  with 
the  capital  necessities  of  the  world  far  from  satisfied,  any  suggested 
maximum  like  6  per  cent,  would  be  too  low  for  a  period  when  the 
credit  of  the  Qovemment  itself,  if  left  free  from  Bank  and  Treasury 
support,  is  nearly  5  per  cent.  The  railroads  have  to  raise  about  a 
billion  dollars  annually  of  new  capital  for  improvements  and  equip- 
ment, as  well  as  provide  for  maturing  notes  and  securities,  and  may 
find  6  per  cent,  insufficient  for  several  years.  Further,  the  danger 
of  maximum  earnings  may  be  illustrated  by  the  experience  of  many 
of  the  street  railways  of  the  country  and  their  franchises,  where  the 
five-cent  maximum  fare  was  regarded  as  providing  a  sufficient  margin 
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of  profit  to  meet  all  oonditionsy  but,  when  coiifr<mted  with  world- 
wide war  conditions,  the  five-cent  fare  proved  totally  inadequate  com- 
pared to  coeta  and  taxes,  bo  that  public  utility  companies  are  as  bed 
a  problem  for  the  country  to  adjust  as  the  railroads.  Many  of  lu 
remember  leases  in  which  60  per  cent,  or  70  per  cent,  of  gross  was 
considered  an  ample  compensation  to  a  lessee  to  operate  a  road  bat 
the  lessees  in  most  cases  were  later  compelled  to  buy  up  the  stodLB 
of  such  roads  and  cancel  the  leases,  because  60  per  cent,  or  70  per 
cent,  of  gross  proved  insufiScient  to  pay  operating  expenses,  while  the 
rent  of  40  per  cent,  or  30  per  cent,  of  the  gross  paid  to  the  lessor, 
as  earnings  increased,  became  a  bonanza. 

From  a  long  experience  I  distrust  arbitrary  maximum  returns  unless 
all  other  factors  such  as  income,  taxes,  interest,  etc.,  are  likewise  fixed, 
because  we  cannot  foresee  or  control  future  business  and  financial 
conditions.  I  have  more  sympathy  with  specifying  a  minimum  return 
as  a  guide  to  our  Commissions  of  what  is  an  unreasonably  low  trans- 
portation rate  and  an  unfair  return  on  the  investment,  instead  of 
relying  on  the  courts  to  save  the  common  carriers  from  confiscation. 
I  would  consider  a  return  of  6  per  cent,  on  the  property  investmeDi 
a  minimum  return,  especially  now  when  money  will  cost  the  railroads 
even  higher  figures.  Judging  by  past  experience  there  did  not  seem 
to  be  the  requisite  authority  or  initiative  in  the  Commissions — Federal 
and  State — ^to  make  rates  that  would  produce  a  return  of  even  6  per 
cent,  for  a  TrafiSc  District,  or  rate  making  group  of  railroads,  except 
in  years  when  the  roads  showed  an  unexpected  expansion  of  business 
and  when  costs  continued  somewhat  stationary,  as  in  parts  of  the 
calendar  years  1900  and  1916.  I  have  been  informed  that  a  minimom 
would  not  be  specified  by  Congress,  unless  it  be  an  absurdly  low 
return  like  4  per  cent.,  upon  which  even  the  Government  itself  has 
not  been  able  to  borrow  the  money  it  required,  and  which  would  be 
absolutely  too  low  to  form  a  credit  basis  for  the  railroads.  Well, 
neither  a  maximum  nor  a  minimum  is  required,  if  Congress  will  take 
the  responsibility  of  directing  the  Federal  Commissions  to  enable  the 
railroads  to  resume  business  on  a  self-sustaining  credit  basis,  and 
attract  the  necessary  additional  capital  for  improvements  to  properly 
serve  the  public.  The  railroads  cannot  serve  the  public  if  they  continue 
on  the  'n[>read  line."  They  are  a  menace  to  prosperity,  while  if  pros- 
perous they  pay  high  taxes,  improve  and  expand  their  facilities,  give 
employment  and  make  the  industries  prosperous.  In  good  years  they 
should  be  allowed  to  earn  well  above  any  minimum,  so  that  in  lean 
years  the  public  will  not  be  asked  to  pay  increased  rates  to  offset  large 
deficits. 

Cummins*  Bill 

Now  in  response  to  all  the  testimony  on  the  railroad  question,  and 
the  various  plans  suggested,  and  the  serious  condition  of  railroad  credit. 
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a  tentaUve  Bill,  Senate  2906,  has  been  introduced  by  Senator  Cum- 
mins  to  solve  our  problem.  It  is  the  first  broad  friendly  legislative 
expression  towards  railroads  in  probably  the  last  fifteen  or  more 
years.  Therefore,  I  propose  to  briefly  and,  I  trust,  constructively 
review  some  of  its  salient  features  that  may  interest  savings  banks' 
executives,  with  the  expectation  that  Senator  Cummins  will  not  con- 
sider the  railroads  and  their  owners  ungrateful  for  the  work  he 
and  his  committee  have  tried  to  do  for  the  country,  but  with  the  sin- 
cere hope  that  he  and  his  associates  will  endeavor  to  correct  some 
features  of  the  Bill,  affecting  the  financial  and  investment  aspect 
of  the  situation. 

Beneficial  Featubes — Cttumins'  Bill 
Omitting  criticisms  of  phraseology  and  detail,  I  consider  some  of 
the  benefits  sought  to  be  promoted  by  the  proposed  measure  are: 

1.  Return  of  the  railroads  to  private  ownership. 

2.  Funding  of  indebtedness  of  the  roads  to  the  Government  for 
capital  expenditures  made  during  Federal  control — but  certainly  it 
ought  to  be  for  not  less  than  ten  years  rather  than  five  years,  con- 
sidering financial  conditions  generally,  and  the  annual  requirements 
for  capital  by  the  railroads,  while,  for  general  indebtedness,  some 
security  other  than  demand  notes  should  be  provided,  otherwise  credit 
will  be  imperiled  rather  than  helped  by  such  funding.  This  is  equit- 
able because  the  Govenmient  assumed  control,  and  should  leave  the 
railroads  in  at  least  as  sound  physical  and  financial  condition  as  when 
they  were  taken  over,  and  capable  of  carrying  on  the  transportation 
business  of  the  country.  In  the  War  period  while  the  merchants,  the 
industries,  the  farmers  and  others  were  protected  by  higher  prices,  and 
were  given  a  basis  on  which  to  make  profits  consistent  with  the  higher 
living  eosts,  the  railroads  under  Grovemment  control  were  not  placed 
in  that  position.  Consequently,  they  should  not  be  asked  to  pay  the 
large  capital  expenditures  of  the  War  period  without  assistance  from 
the  Government  to  fund  them  for  a  long  period  and  at  low  interest 
rates.  These  capital  expenditures  were  made  to  assist  in  protecting 
the  life  of  the  nation,  and  the  roads  should  also  have  transportation 
rates  sufficient  to  hereafter  sustain  them. 

3.  Exclusive  Federal  regulation  of  securities. 

4.  Reduction  of  rates  suspension  period  from  ten  months  to  five 
months. 

5.  Creation  of  a  Transportation  Board  charged  with  oversight  of 
railroad  physical  conditions  and  administrative  questions  and  general 
credit. 

6.  A  more  detailed  definition  of  what  elements  shall  be  considered 
in  deciding  a  reasonable  rate. 

7.  Prevention  of  strikes  that  would  interrupt  interstate  commerce. 

8.  Pooling  of  earnings  and  traffic. 
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9.  Clothing  the  Interstate  Commerce  Commission  with  power  to  pre- 
scribe minimum  as  well  as  maximum  rates. 

OBJBCnONABUD    FSATUBBS — CUMMIKS'    BiLL 

Some  of  the  objectionable  features  are: 

1.  The  Interstate  Commerce  Commission  is  not  given  ^eetive  au- 
thority over  State  rates.  *  Without  this  authority  how  can  the  Com- 
mission and  the  Transportation  Board  fully  protect  railroad  credit? 

2.  The  provision  as  to  making  compensatory  rates  and  permitting 
a  return  sufficient  to  maintain  railroad  credit  and  provide  adequate 
facilities  are  not  sufficiently  definite  and  mandatory  to  produce  thti 
result. 

3.  Labor  provisions  are  too  diffuse  to  be  effective. 

4.  The  purposes  for  which  voluntary  consolidations  can  be  made, 
are  too  restrictive  in  their  scope  and  the  provisions  as  to  oompulforj 
consolidations  are  fatal  to  railroad  credit. 

5.  The  commandeering  of  the  so-called  excess  earnings  of  individual 
companies,  and  penalizing  surplus  earnings  if  used  to  provide  better 
railroad  facilities,  is  a  decided  blow  to  operating  initiative  and  con- 
servative financing. 

6.  Railroad  valuation  in  its  present  form  cannot  be  used  for  the 
various  purposes  proposed  in  the  Bill,  nor  can  it  be  completed  to  enable 
the  Commission  or  the  carriers  to  promptly  carry  oat  the  variooi 
provisions  of  this  proposed  law. 

7.  Confusion  of  authority  for  acquiring  property  and  authmdig 
additions  and  betterments. 

I  will  comment  further  on  some  of  these  objections. 

Railboad  Valuation  and  Itb  Usbb 

The  valuation  found  by  the  Interstate  Commerce  Commistion,  undsr 
the  present  law,  is  claimed  by  the  Qovemment  to  be  a  valuation  only 
for  rate  making  purposes,  but  this  Bill  requires  the  same  valuation  to 
be  used  for  rate  making,  capitalization,  consolidation,  and  the  measure 
of  a  fair  return,  or  as  a  selling  price  of  the  property,  and  apparoitlj 
the  Commission  may  change  that  valuation  from  time  to  time.  Tb 
wait  for  the  final  valuation  will  cause  gfreat  delay  and  any  intentioB 
of  its  use  for  all  of  these  purposes  is  bound  to  be  disi^pointiiig. 
Therefore,  rather  than  stop  all  progress  in  fixing  reasonable  rates, 
let  the  existing  property  investm^t  be  used  pending  final  valuation,  at 
it  is  the  return  on  the  property  investment  of  a  Traffic  District  that 
is  a  guide  to  the  Commission  in  rate  making,  and  not  of  single  ood- 
panics,  and  so  far  in  those  districts  the  return  has  been  found  too 
low  for  sound  railroad  credit. 
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AUTHOEIZATION   OF   ADDITIONS  AND  BrTTSBMENTS   AND   AOQXTISITION   OV 

Pbopebtt 

The  Bill  provides  that  the  right  of  eminent  domain  cannot  be  ezer- 
dsed  without  a  certificate  of  the  Transportation  Board  and  the  Inter- 
state Commerce  Commission  for  acquisition,  construction,  maintenance 
or  operation  purposes,  or  any  authorized  extension  or  addition  thereto, 
hat  authority  to  proceed  with  any  new  construction  is  divided  between 
the  States  and  the  Federal  Commissions.  The  construction*  of  a  new 
line  of  railroad  or  extension  must  be  authorized  by  the  Transportation 
Board,  while  the  latter  Board  is  specifically  excluded  from  authorizing 
the  construction  of  side  tracks,  s^urs,  industrial,  team  or  switching 
tracks  located  wholly  within  one  State — ^for  that  the  railroads  must 
apply  for  State  authority.  The  queelion  of  branches  and  terminals 
does  not  seem  to  be  very  accurately  defined.  This  serious  question  is 
furttier  tied  up  by  the  approval  of  the  issuance  of  securities  to  carry 
out  such  work  being  solely  under  Federal  authority.  Therefore,  I 
regard  the  provisions  for  carrying  on  improvement  work  and  exer- 
cising eminent  domain  under  such  divided  Federal  and  State  authority 
as  detrimental  to  business.  Industries  cannot  defer  the  establishment 
or  extension  of  their  plants  on  such  a  divided  and  dilatory  process 
to  determine  new  branches,  sidings,  or  station  improvements.  The 
entire  responsibility  for  authorizing  the  acquisition  of  all  additional 
right  of  way  or  terminal  areas,  as  well  as  all  new  capital  expenditure 
work,  should  at  least  be  concentrated  under  one  Board,  just  as  the 
issuance  of  securities  is  to  be  solely  under  the  Interstate  Commerce 
Commission.  When  improvements  are  so  authorized,  no  public  benefit 
is  secured  by  requiring  the  consent  of  any  governmental  body  to  the 
exercise  of  the  power  of  eminent  domain.  The  requirement  of  such 
consent  would  mean  delay  and  enhanced  cost  of  property. 

Labob  Pbovisions — ^Abe  Thet  EftkctiveT 

I  have  the  following  views  on  the  labor  provisions  of  the  Bill: 
Note  that  they  primarily  concern  not  only  the  management  and 
investors  but  the  welfare  of  1,900,000  employes  and  affect  the  pay- 
ment of  $2,800,000,000  in  wages.  The  final  decision  on  railroad  wages 
is  given  to  the  Transportation  Board.  No  qualifications  are  stated 
for  the  members  of  this  important  Board,  which  is  to  deal  with  the 
operating  and  administrative  questions  of  all  the  railroads,  including 
wages.  Subordinate  to  this  Board  is  a  Committee  on  Wages  and 
Working  Conditions,  consisting  of  eight  members,  four  of  whom  shall 
be  selected  from  the  persons  nominated  by  the  organized  railroad 
working  crafts  on  each  railroad  to  represent  labor,  and  four  from 
among  the  persons  nominated  by  all  the  railroad  corporations,  and  I 
suppose  the  Transportation  Board  is  expected  to  represent  the  public. 
Four  years  is  the  term  of  office  and  $4,000  each  the  compensation 
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of  the  members  of  the  Committee  on  Wages  and  Working  Conditions. 
Unless  this  Committee  is  expected  to  pass  all  disputes  to  the  Trans- 
portation Board,  surely  that  short  term  and  that  salary  pre  insig- 
nifieant  compared  to  the  magnitude  of  this  responsibility,  which  has 
tested  the  ability  of  the  President  and  the  Director  Qeneral,  and  the 
Railroad  Managers.  For  that  task  the  best  railroad  managers  who 
understand  social  questions  as  well  as  operating  questions  are  needed, 
and  the  labor  members  must  be  up  to  the  same  standard.  Any  sug- 
gestion as  to  standard  wages  tliat  take  no  account  of  the  varying 
living  costs  and  conditions  as  between  New  York,  Florida,  California, 
Kansas  and  Maine  is  contrary  to  economic  experience.  No  equitable 
plan  for  the  avoidance  of  future  disputes  as  to  wages  will  be  complete 
or  protective  against  strikes,  unless  a  sliding  scale  is  adopted,  wherefagr 
wages  will  be  adjusted  to  living  costs.  Settlement  of  wages  under 
pressure  or  as  a  compromise,  is  bound  to  produce  dissatisfaction. 

A  further  labor  proviso  is  that  on  the  Board  of  Directors  of  each 
carrier  there  shall  bo  two  labor  directors  and  two  Government  directors 
after  June  30,  1920.  The  two  labor  directors  shall  be  selected  from 
the  classified  employes  and  nominated  by  the  employes.  The  two 
Government  directors  are  to  be  appointed  by  the  Transportation  Board, 
and  apparently  whether  satisfactory  or  unsatisfactory  to  each  Corpora- 
tion. On  all  Committees  of  the  Corporations'  Board  there  shall  be 
at  least  one  labor  director  and  one  Government  direct<ff.  These  labor 
and  €k>vernment  directors  are  to  be  compensated  and  their  expenses 
paid  by  the  Corporation  for  attending  Board  and  Committee  meetinga. 
There  is  nothing  to  show  whether  they  are  to  be  on  the  two  thousand 
or  more  railroad  boards  of  the  country,  or  only  on  the  boards  of 
the  operating  carriers.  Wages  and  working  conditions  are  to  be 
settled  by  the  Committee  on  Wages  and  Working  Conditions  and  by 
the  Transportation  Board  in  Washington  so  that  no  individual  carrier 
corporation  will  have  any  responsibility  for  wages.  Further,  no  carrier 
can  prescribe  the  wages  of  ita  o\iii  employes  independent  of  other 
railroads.  Therefore,  these  labor  and  Government  directors  on  the 
Board  of  Directors  of  every  carrier  corporation  seem  to  be  like  the  fifth 
wheel  of  a  wagon.  They  have  no  prescribed  responsibilities  or  quali- 
fications, and  nothing  is  said  as  to  the  responsibility  of  the  Government 
for  their  votes.  Looking  for  the  results  to  be  expected  from  the  two 
Government  directors,  the  Bill  does  not  permit  railroad  companies 
to  make  capital  expenditures,  to  exercise  the  power  of  eminent  domain, 
or  to  issue  securities  except  upon  Government  approval.  What  useful 
service,  therefore,  will  these  two  Government  directors  rrader?  If 
these  four  directors,  instead  of  sitting  on  the  carrier's  Board  of 
Directors,  could  be  elected  one-half  by  the  carrier  and  one-half  by  the 
employee  and  work  as  subordinates  to  the  Committee  on  Wages  and 
Working  Conditions,  they  might  give  a  touch  of  home  rule  to  the 
labor  question,  and  form  a  thread  of  a  labor  organization  starting 
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from  the  local  ground  and  ending  with  the  Transportation  Board 
which  might  be  of  some  benefit.  Iliis  is  a  suggestion  and  not  a  solution 
of  the  railroad  labor  question  bat  indicates  the  necessity  for  careful 
revisicm.  It  would  appear  wiser  to  let  the  Transportation  Board,  which 
has  final  responsibility  for  wages  and  for  governmental  superrision  of 
the  railroads,  direct  how  employes  and  corporatioDS  and  the  public 
shall  be  represented,  and  avoid  prescribing  elaborate  machinery. 

There  is  another  labor  provision,  •.  e.,  an  Employes'  Advisory  Council 
selected  from  each  organized  craft  of  railroad  employes  requesting 
representation,  to  administer  a  fund  consisting  of  one-half  of  any 
excess  earnings  over  a  fair  return  which  any  company  guilty  of  that 
rare  c^ense  under  a  system  of  rates  which  mnst  be  reasonable  and 
uniform,  shall  pay  over  to  the  Transportation  Board.  This  ditty 
might  very  easily  be  performed  by  the  Committee  on  Wages  and 
Working  Conditions  or  the  Transportation  Board  and  dispense  with 
this  Advisory  Council. 

CONSOUDATION  IlfTO  COdiFgllTAV  STBTEM S 

I  am  in  favor  of  consolidation.  The  Bill  declares  it  is  the  policy  of 
the  United  States  to  divide  the  railroads  into  not  less  than  20  nor  more 
than  35  separate  and  distinct  systems — ^this  division  to  be  a  division  in 
ownership  and  for  operating  purposes.  Each  of  the  systems  is  to  be 
owned  and  operated  by  a  distinct  corporation  and,  where  practicable, 
the  existing  routes  and  channels  of  trade  and  commerce  are  to  be 
maintained.  The  systems  are  to  be  so  arranged  and  equalized  as 
far  as  practicable,  that  uniform  transportation  costs,  uniform  rates 
and  the  same  rate  of  return  on  value  may  be  earned. 

The  Transportation  Board  shall  devise  and  adopt  the  system  plans, 
but  may  thereafter  change  the  same.  The  Interstate  Commerce  Com- 
mission must  also  approve  them.  The  Qovemment  will  have  no  finan- 
cial responsibility  for  their  formation  either  in  the  voluntary  consolida- 
tion plans,  or  in  those  regional  companies  to  be  mandatorily  formed 
after  seven  years  by  order  of  the  Transportation  Board.  The  arresting 
of  the  laws  of  gravitation  appears  to  be  as  easy  to  accomplish  as  to 
arrange  and  maintain  these  ideal  systems,  considering  the  di\'prgcnt 
traffie,  physical,  financial  and  other  conditions  of  the  various  roads 
in  even  a  single  traffic  district.  If  anything  is  calculated  to  stop 
e(HiBolidations,  and  make  them  impossible  to  finance,  it  is  railroad 
alignment  of  this  arbitrary  character.  The  existing  systems  have  been 
formed  under  a  competitive  system  and  follow  the  lines  of  the  natural 
traffic  routes,  and  are  feeders  and  the  extensions  of  the  original 
trunk  lines,  and  in  that  way  became  attached  to  them  as  systems. 
Others  might  be  formed  gradually  on  similar  lines,  and  as  their 
organizations  could  be  trained  for  tbe  enlarged  responsibilities. 
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The  necessity  for  abeorptioD,  merger  and  consolidation  of  smaller 
corporations  is  apparent. 

Analyzing  the  last  complete  Interstate  Commerce  Commission  report 
for  the  year  ending  June  30,  1916,  we  find  1590  companies  are  dirided 
into  the  following  classes:  Class  I,  189  railroads;  Class  II,  276  railroads; 
Class  m,  431  railroads;  Switching  and  Terminal  companies,  227;  Lessor 
Companies,  467.  These  1590  companies  do  not  include  about  600  roads 
that  are  privately  owned,  or  industrial  lines  not  common  carriers  is 
the  broad  way,  some  of  which  report  only  to  State  Commissiona. 

The  189  first  class  r6ads,  together  with  their  lessor  companies,  earned 
97.4  per  cent,  of  the  total  operation  revenues  of  the  country.  Now 
taking  162  of  the  chief  operating  companies  which  earned  04.6  per  cent 
of  the  total  operating  revenues  of  the  country,  we  find  tliat  they  al- 
ready constitute  86  systems.  But  only  18  systems  during  the  test 
period  earned  over  6  per  cent,  on  their  proper^  investment,  those  sys- 
tems being  as  follows:  Bessemer  dt  LiJce  Erie,  Delaware  k  Hudson, 
Delaware,  Lackawanna  k  Western,  Elgin,  Joliet  k  Eastern,  Lehigh 
dt  New  England,  New  York  Central,  Philadelphia  ft  Beading,  Atiantie 
Coast  Line,  Norfolk  dt  Western,  Alabama,  New  Orleans,  Texas  k  Padfle 
Jet.,  Arizona  &  New  Mexico,  Bingham  dt  Qarfield,  Chicago  k  North- 
western, Duluth  k  Iron  Range,  Duluth,  Missabe  dt  Northern,  £1  Psm 
k  Southwestern,  Qreat  Northern,  and  Union  Pacific. 

Therefore,  until  earnings  are  increased,  it  is  hard  to  see  the  basil 
on  which  the  railroads  can  proceed  with  any  wholesale  plan  of  absorp- 
tion or  consolidation.     The  86  systems  existing  can  be  reduced,  not 
arbitrarily  but  as  traffic  and  earnings  justify.    Indeed,  as  23  systems 
already  handle  about  80   per  cent,   of  the  total   operating  revennes, 
there  seems  to  be  no  necessity  or  benefit  to  be  obtained  from  consti- 
tuting, valuing  and  financing  new   systems   arbitrarily  put  together. 
These  23  systems  were:  Baltimore  k  Ohio,  Boston  k  Maine,  Delaware, 
Lackawanna  k  Western,  Erie,  Lehigh  Valley,  New  York  Central,  New 
York,  New  Haven  k  Hartford,  Pennsylvania,  Philadelphia  k  Reading,  At- 
lantic Coast  Line,  Chesapeake  k  Ohio,  Illinois  Central,  Norfolk  &  West- 
ern, Southern,  Atchison,  Topeka  k  Santa  Fe,  Chicago  k  Northwest- 
em,  Chicago,  Milwaukee  k  St.  Paul,  Chicago,  Rock  Island  k  Pacific, 
Great  Northern,  Northern  Pacific,  St.  Louis  k  San  Francisco,  Southern 
Pacific,  and  Union  Pacific. 

What  the  railroads  need  is  not  an  arbitrary  division  of  the  country 
into  20  nor  more  than  35  distinct  and  arbitrary  systems  formed  by 
mandate  of  the  Federal  Government  and  the  changing  views  of  various 
Boards  or  Commissions;  nor  any  attempts  to  tie  the  weak  and  the 
strong  together,  in  the  hope  that  in  some  way  or  other  the  few  strong 
railroads  of  the  country  can  support  the  weak  lines,  including  lines 
that  have  thin  traffic  or  should  never  have  been  constructed.  The 
railroads  want  laws  that  will  permit  the  existing  railway  systems  to 
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absorb  and  eliminate  the  affiliated  companies  now  owned,  operated, 
leased  or  affiliated  with  their  systems.  Sueh  farther  connecting  roads 
may  be  added  as  may  be  required  to  round  out  these  systems  on  a 
basis  that  would  be  approved  by  the  Federal  Commissions. 

In  the  Pennsylvania  system  there  are  about  140  live  companies, 
consisting  of  railroad  companies,  ferry  companies,  bridge  companies, 
water  companies  and  warehouse  companies — all  essential  for  transpor- 
tation purposes.  They  are  leased  or  operated,  wholly  owned,  or 
owned  in  part  by  the  parent  company.  Therefore,  an  absorption  law 
to  clear  up  the  barriers  in  the  existing  charters  and  divergent  State 
laws  that  prevent  the  abeorptibn  of  such  affiliated  companies,  to 
round  out  a  single  system  and  leave  the  name  and  securities  of  the 
parent  companies  unchanged,  seems  desirable.  No  such  absorption 
of  small  companies  by  the  large  systems  can  proceed  on  any  large  scale 
without  reasonable  earnings  to  enable  that  course  to  be  pursued,  and 
thereafter  leave  the  system  in  a  strong  position  to  do  its  financing 
on  reasonable  terms. 

The  big  systems  have  absorbed  many  weak  lines,  and  are  now 
supporting  other  weak  lines,  and  they  have  about  reaehed  the  limit 
in  that  respect. 

Ratk  Rsguiation  bt  Statk  and   Fidebal  Authobitt 

At  the  conclusion  of  Federal  control  the  Bill  states  that  rates  are 
to  remain  in  effect  until  changed  by  competent  authority.  This  means 
State  aa  well  as  Federal.  You  can  see  what  a  hopeless  state  of  confu- 
sion will  be  caused  by  throwing  all  the  States  into  rate  regulation 
again.  The  carriers  are  to  file  new  schedules  of  rates,  fares  and 
charges  with  the  Commission  within  thirty  days  after  Federal  control 
terminates,  the  same  to  become  effective  four  months  after  they  have 
been  filed.  During  this  period  of  readjustment,  but  for  not  exceeding 
five  months,  the  compensation  under  the  Federal  Control  Act  is  to  be 
guaranteed.  During  the  calendar  year  1917  it  took  about  seventy-five 
cents  out  of  every  dollar  to  pay  operating  expenses  and  taxes,  and 
now  it  is  costing  over  ninety  cents  out  of  every  d<^lar.  Certainly 
for  this  period  of  reconstruction,  affecting  the  entire  nation,  the  United 
States  Government  should  readjust  all  rates — State  and  Interstate— 
to  meet  the  transportation  costs,  and  properly  establish  railroad  credit, 
l^  exercising  the  same  control  over  rates  as  was  done  during  Federal 
control.  It  is  true  that  the  Bill  autiiorizes  the  Interstate  Commerce 
Commission  to  co-operate  with  the  State  Commissions  and  remove 
any  unreasonable  discrimination  against  interstate  and  foreign  com- 
merce, but  the  act  specifically  states  that  it  does  not  amend  or  affect 
the  existing  State  laws  or  powers  in  relation  to  taxation  or  the  lawful 
police  powers  of  the  several  States,  including  the  power  to  make  and 
regulate  intrastate  rates  except  as  in  the  Act  otherwise  provided.    It 
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will,  therefore,  be  seen  that  sueh  reeervatioiis  will  prodaoe  exUnriTt 
proceedings  or  controversies  so  as  to  delay  justice  to  the  earriers, 
or  to  other  States  that  may  be  affected  by  the  rates  made  in  a  single 
State.  It  also  divides  the  responsibility  as  to  the  credit  of  the  carriers. 
The  declarations  of  policy  and  elements  affecting  reasonable  rates 
should  be  made  so  mandatory  that  the  Federal  CXMnmissions  shonld 
have  a  positive  duty  to  see  that  the  rates,  both  state  and  interstate, 
are  adequate  to  protect  that  credit. 

The  Cummins  Bill  as  it  stands,  gives  us  no  definite  or  prompt 
assurance  of  adequate  rates  nor  does  it  get  us  away  from  conflicting 
State  regulations.  To  make  it  a  truly  constructive  measure  it  must 
be  strengthened  and  amended  in  these  fundamental  particulars. 

Dangebs  m  PaoHiBrrmQ  Surplus  Eabninos  to  Be  Invested  in  the 

Pbopebtt 

The  provisions  relative  to  commandeering  and  using  for  other 
railroad  companies  and  for  railroad  employes  the  so^salled  excess  earn- 
ings of  individual  companies  will  throw  many  railroad  investments 
a^dn  into  a  condition  of  uncertainty,  because  a  fair  return  is  not  pre- 
scribed or  defined,  and  what  may  be  a  fair  return  for  one  company, 
and  for  one  year,  may  at  the  lapse  of  the  next  year  be  reversed  by  the 
Commission,  or  be  varied  for  other  companies.  There  will  be  no  in- 
centive to  any  carrier  to  earn  any  money  in  excess  of  the  payment 
of  an  ordinary  dividend,  not  only  because  of  the  confiscation  of  the 
so-called  excess  earnings,  but  the  further  provision  that  any  surplus 
earnings  invested  in  the  property  cannot  be  capitalised  or  used  as  a 
basis  for  increased  returns.  Both  provisions  in  substance  will  force 
all  future 'additions,  betterments  and  improvements  to  be  provided  from 
the  issue  and  sale  of  securities.  Such  provisions  would  terminate 
conservative  financing,  as  under  private  ownership  the  money  for 
new  improvements  could  be  had  only  from  the  sale  of  bonds  under 
these  conditions,  and  at  higher  interest  rates  to  accord  with  the  risk 
of  bad  years.  If  this  system  is  once  established  for  the  railroads, 
it  will  in  time  be  applied  to  all  puUic  utility  companies  at  the  outset, 
and  later  to  industrial  and  manufacturing  concerns,  because  their 
products  are  just  as  essential  for  the  daily  life  of  the  citizen  as  railroad 
transportation. 

I  desire  to  emphasize  the  fact  that  the  conservative  railroads  which 
have  successfully  weathered  the  various  panics,  industrial  and  financial* 
here  and  in  England,  without  wiping  out  or  reducing  their  dividendst 
are  those  railroads  which  used  their  surplus  over  reasonable  dividends 
to  provide  additional  facilities  and  equipment  for  the  public  use,  instssd 
of  selling  stocks  or  securities  for  that  purpose. 

The  Pennsylvania  system  is  a  fair  example.  Its  property  cost  and 
marketaUe  securities^  not  including  holdings  of  securities  of  companies 
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forming  part  of  the  system,  exceeds  the  total  outstanding  securities  in 
the  handa  of  the  puUic  to  the  extent  of  over  $600,000,000.  If  the 
company  instead  of  following  that  practice  had  distrihuted  all  its  yearly 
surplus  in  diTidends,  and  had  sold  securities  for  all  additions  and 
betterments  to  its  property  and  equipment^  it  would  now  require  $30,- 
000,000  per  annum  of  additional  net  income  to  pay  its  6  per  cent. 
diTidMids,  or  the  company's  stock  would  have  been  reduced  to  a  4 
per  cent,  dividend,  and  its  bonds  would  have  had  to  carry  a  much  higher 
rate  of  interest  because  of  weaker  credit.  It  would  have  been  im- 
possible for  it  to  have  sold  its  stock  on  the  market,  and  that  would 
have  been  to  the  detriment  of  the  country  and  industry,  as  well  as 
to  the  company's  security  holders  and  owners. 

The  oompany's  surplus  was  not  derived  from  excessive  transportation 
charges.  These  charges  have  been  materially  below  those  authorised 
by  its  charter.  The  frei^^t  charges  especially  were  materially  reduced 
from  the  beginning  of  operation,  about  seventy  years  ago,  to  within 
recent  years,  and  almost  ruinous  competiti<m  among  the  various  roads 
had  a  great  effect  in  reducing  these  charges.  The  surplus  for  im- 
proving the  company's  credit  and  property  was  obtained  not  only  from 
moderate  profits  in  the  transportation  business,  but  by  paying  low 
dividends  on  its  stock  for  a  long  series  of  years,  from  selling  its  stodc 
at  premiums,  and  from  profits  realized  <m  its  investments.  This  sur- 
plus was  invested  in  the  property  for  the  improvement  of  the  same 
for  the  puUic  use,  when  legitimately  it  might  all  have  been  disbursed 
in  dividends  to  the  stockholders. 

This  practice  was  also  followed  by  other  companies  without  any 
regulation  or  legal  requirements,  and  the  public  has  benefited.  What 
I  object  to  is:  (1st)  the  reprehensible  feature  that  what  a  company 
earns  und«r  fair  and  uniform  rates  through  good  management  and 
efficient  transportation  can  be  taken  from  it  and  given  to  others, 
thereby  sapping  the  spirit  of  initiative  and  competition,  and  (2nd) 
Federal  regulation  that  ultimately  will  create  a  situation  in  which  no 
surplus  earnings  over  a  fair  return  can  exist,  and  that  absolutely 
penalises  the  railroads  if  th^  invest  any  surplus  earnings  in  the 
property  for  the  benefit  of  the  public.  If  these  provisions  are  allowed 
to  stand,  then  the  least  I  can  ask  is  that  an  allowance  of  some  surplus 
over  a  fair  return  in  good  years  should  be  made  mandatory,  and  not 
permissive,  to  assist  in  lean  years.  Otherwise  in  bad  years,  rates 
would  have  to  be  increased  when  the  .shippers  could  least  afford 
to  pay  them. 

If  the  Pennsylvania  Railroad  Company  after  paying  its  fair  divi- 
denda  is  not  to  have  a  surplus  to  sustain  the  credit  and  <q>erations 
of  weak  roads  in  its  system,  then  several  hundred  miles  of  railroads 
must  stop  operations  and  improvonents,  and  communities  must  snff^. 

Tbo  PtOBSjlvaiiift  system  represents  about  6.5  per  cent  of  the  whole 
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track  mileage  of  the  country,  about  13  per  cent,  of  the  ton  mileage, 
13.5  per  cent,  of  the  passenger  mileage,  and  its  track  mileage  is  abcmt 
one-half  of  that  of  Great  Britain  and  Ireland,  and  it  haa  invested 
for  public  use  $1,800,000,000  in  its  road  and  equipment,  approximately 
one-tenth  of  the  whole  railroad  investment  of  this  oountry.  It  hti 
been  opened  for  traffic  sixty-seven  years,  and  during  that  time  ita 
management  has  observed  a  sane  and  conservative  financial  and 
operating  policy,  and  dealt  as  generously  with  labor  in  wages  and 
welfare  funds  to  the  extent  the  earnings  permitted.  I  have  the  honor 
of  having  served  the  company,  with  the  exception  of  a  few  years,  ainee 
1871,  and  for  thirty  years  have  been  closely  associated  with  the  Execu- 
tive Department,  familiar  with  the  construction  of  new  lines  and 
branches  to  serve  the  public  and  the  financing,  upbuilding  and  com- 
pacting of  the  system.  Therefore,  I  can  speak  intellig^itly,  and  indeed 
feelingly,  about  the  company's  policy  and  affairs.  So  far  aa  publie 
regulation  is  concerned,  for  the  last  ten  years  the  company  has  not 
been  allowed  sufficient  revenues  to  earn  6  per  cent  on  the  cost  of  its 
property  and  equipment  except  in  1909  and  1916.  Yet  so  far  as  the 
management  is  concerned,  long  before  there  was  any  regulation  of  the 
railroads,  as  we  now  understand  it,  the  Pennsylvania  Railroad  Com- 
pany did  not  distribute  all  of  its  net  income  in  dividends,  but  ju- 
diciously applied  a  substantial  portion  to  promoting,  helping  and  up- 
building its  feeders  and  connecting  lines,  to  eliminate  grade  crossings, 
and  for  other  similar  construction  items.  It  was  not  alone  in  this 
policy.  Other  companies  pursued  the  same  course,  and  they  could  be 
depended  upon  to  continue  such  policies,  under  proper  regulation, 
without  injustice  to  the  public.  Then  why  must  Congress  now  pro- 
pose as  a  future  national  policy,  to  confiscate  their  so-called  surplus 
earnings  and  stop  incentive,  and  on  the  other  hand  fail  to  definitely 
order  reasonable  rates  that  must  produce  a  fair  return  upon  which 
railroads  can  live  and  make  progress? 

The  "Pboblbu  and  the  Remedy 

The  railroad  problem  has  not  changed,  nor  is  it  shrouded  in  mys- 
tery. It  is  this :  Railroad  earnings  and  credit  must  be  created  snflldent 
to  support  the  existing  railroad  kivestraent  and  attract  the  additional 
capital  the  transportation  business  requires  in  the  public  interest. 
Xew  capital  cannot  be  commandeered.  Therefore,  adequate  rates  made 
under  public  approval,  with  opportunity  for  competition,  initiative 
and  incentive,  is  the  effective  remedy  for  the  whole  problem  in  my 
opinion.  If  adequate  rates  had  been  granted  in  the  past  deoade,  there 
would  not  have  been  a  railroad  problem.  I  desire  to  see  the  Commiiis' 
Bill  amended  to  definitely  accomplish  that  result.  If  that  mandate 
is  not  positively  forthcoming  as  the  result  of  the  nsw  eongressional 
legislation,  all  the  boards  and  machinery  created  for  regulatory  pur- 
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pOBes  will  be  useless.  Extreme  care  must  be  exercised  to  insure  sound 
credit,  and  not  theorize  about  it.  If  public  regulation  does  not  allow 
earnings  sufficient  to  sustain  railroad  credit^  and  provide  necessary 
transportation  facilities,  the  public  will  be  forced  to  regard  regulation 
as  a  huge  waste  of  oooney,  time  and  effort,  and  demand  a  simplification 
of  the  situation,  and  start  with  a  new  slate,  or  drive  straight  for 
Government  ownership  with  its  train  of  higher  costs,  in  efficiency,  and 
political  domination  of  the  employes  and  of  the  industries  depending 
on  the  railroads.  National  reconstruction  cannot  be  accomplished 
while  railroad  investments  and  credit  are  left  in  an  unsatisfactory 
condition.  This  should  spur  Congress,  the  Commissions,  the  investors, 
the  employes,  railroad  management,  and  the  public  to  work  together 
f<Nr  an  equitable  and  prompt  solution  of  this  great  problem.  To  that 
end  the  railroad  executives  are  prepared  to  devote  their  whole  time 
and  attention,  if  the  Congressional  Committees  so  desire.  Further  de- 
lay is  extremely  dangerous  to  all  concerned. 

Pbesident  Lersner:  The  chairmaii  of  the  Committee  on 
Resolutions  will  now  read  the  report  of  his  Committee. 

SEPORT  OF  COMMITTEE  ON  RESOLUTIONS 
Raymond  R.  Frazier^  Chairman 

Resolved,  That  the  Savings  Bank  Section  of  the  American  Bankers 
Association  views  the  existence  of  laws  which  exempt  from  taxation 
the  borrowings  of  any  particular  class  of  citizens  as  class  legislation, 
and  belierves  the-  exemption  of  such  borrowings  from  taxation  inter- 
feres with  the  revenue  system  of  the  country  by  freeing  from  their 
just  proportion  of  the  burden  of  the  war  debt  those  most  able  to 
bear  it;  and  be  it 

Farther  Resolved,  That  the  Savings  Bank  Section  expresses 
its  disapproval  of  the  continuance  or  extension  of  this  form  of  subsidy 
as  provided  for  at  present  in  the  Federal  Farm  Loan  Act,  and  as  is 
proposed  in  similar  pending  legislation. 

Resolved,  That  the   Savings  Bank   Section   address   a  plea  to  our 
national  legislators,  urging  upon  them  the  adoption  through  necessary    0 
legislation,  of  a  budget  system  for  the  conduct  of  our  national  financial 
affairs. 

Resolved,  That  the  Savings  Bank  Section  endorses  the  purpose 
of  the  Treasury  Department  in  the  promulgation  of  plans  for  savings 
and  thrift,  and  urges  the  banks  of  the  country  to  heartily  co-operate 
with  governmental  agencies,  to  the  end  that  thrift  nmy  be  increased 
and  production  stimulated. 

Resslved,  That  the  Savings   Bank   Section  commends  to  its  mem- 
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bert  the  pronuytion  of  and  oo-operati<ML  with  Thrift  Week  plane  under 
the  anepioee  of  the  Internttional  Cknnnilttee  of  the  Y.  M.  C.  A. 

Be9oif)9d,  That  the  Savings  Bank  Section  heartily  ^>preeiatee  the 
splendid  hospitality  extended  to  the  delegates  by  the  bankers  and 
other  citijsens  of  St.  Louis,  and  is  thankful  for  the  cordial  aseistawce 
tendered  for  the  success  of  our  Convention  by  the  local  ocMumittees, 
the  hotels  and  the  press. 

Resolved,  That  the  Savings  Bank  Section  tenders  its  thanks  for 
the  valuable  contributions  to  its  discussions  and  deliberaticms  tendered 
by  Messrs.  Ralph  Ingalls,  Osgood  E.  Fifield,  Qeorge  Woodruff,  Geo. 
E.  Roberts,  Robt.  F.  Maddox,  Howard  F.  Beebe,  Jerome  Thralls,  King- 
man Nott  Robins,  Richard  S.  HJawes,  John  L.  Gaaz,  Luther  M.  Walter, 
and  Samuel  Rea. 

Resolved,  That  the  Savings  Bank  Section  recognizes  the  splendid 
enthusiasm  and  rare  executive  ability  displayed  during  the  year  by 
our  retiring  President,  Mr.  Victor  A.  Lersner. 

Reiolved,  That  the  Savings  Bank  Section  appredatea  the  utmost 
activities  during  the  year  of  all  of  its  oommittees;  that  it  espedsUy 
commends  the  educational  work  conducted  in  the  study  and  dissemina- 
tion of  feasible  plans  for  the  amortization  of  mortgage  loans,  and  that 
it  recodnmends  a  continuance  of  those  efforts,  to  the  end  that  mortgsge 
companies  generally  and  savings  banks  in  particular  may  be  in- 
duced to  adopt  and  promulgate  plans  for  the  systematic  reduction 
of  mortgage  indebtedness,  thereby  insuring  thrift  among  borrowers, 
which  will,  in  turn,  directly  increase  the  wealth  and  general  pros- 
perity of  the  nation. 

Resolved,  That  the  Savings  Bank  Section  expresses  its  hi^ 
regard  for  the  splendid  ability  and  achievements  of  Mr.  Milton  Hsr- 
rison,  our  retiring  secretary,  who  has  brought  to  bear  upon  his 
activities  a  combination  of  knowledge  and  enthusiasm  aa  well  ts 
capacity  for  actual  work  rarely  found  in  men.  We  recognize  that 
those  so  accomplished  must  inevitably  be  called  to  more  independent 
fields  of  action.  We  hereby  tender  him  our  best  wishes  for  his  eon- 
tinned  success,  and  the  assurance  of  our  confidence  that  permanent 
general  benefits  will  grow  out  of  his  efforts  in  the  field  of  his  new 
opportunities. 

The  repoct  was  unanimously  adopted. 

Nomination  and  Election  of  Officers 
The  report  of  the  Committee  on  Nominations  was  presented 

by  Chairman  Noel  as  follows : 

For  President:  S.  Fred  Strong,  treasurer  Connecticut  Savings 

Bank,  New  Haven,  Conn. 
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For  Vice-President:  W.  A.  Sadd,  president  Chattanooga 
Savings  Bank^  Chattanooga,  Tenn. 

For  member  of  Executive  Committee  to  fill  imexpired  term  of 
W.  A.  Sadd,  term  expiring  1920,  W.  E.  Ejiox,  comptroller 
Bowery  Savings  Bank,  New  York  City. 

For  member  of  Executive  Committee  1919-1922:  Melvin  A. 
Traylor,  president  First  Trust  ft  Savings  Bank,  Chicago,  111.; 
Louis  Betz,  treasurer  State  Savings  Bank,  St.  Paul,  Minn.; 
W.  D.  Longyear,  vice-president  Security  Trust  ft  Savings  Bank, 
LfOB  Angeles,  Cal. 

The  report  was  adopted  and  the  new  cheers  unanimously 
elected. 

President  Leesner:  It  is  with  a  peculiar  sense  of  satisfac- 
tion and  pleasure  that  I  pass  this  office  to  you,  Mr.  Strong. 
While  I  congratulate  this  Section  upon  securing  you  as  its 
President,  I  want  to  congratulate  you  upon  the  certainty  of 
receiving  from  the  Section  through  the  instrumentality  of  its 
officers  tiie  delightful,  ardent,  friendly  co-operation  that  has  been 
the  reward  for  my  term  of  office.  I  am  very  willing  to  turn 
the  office  over  to  you  knowing  that  it  will  rest  in  the  most 
secure  and  compet^it  hands.    (Applause). 

Mr.  Strong:  Mr.  Lersner  and  members  of  the  Section, 
words  can  hardly  express  my  feeling  in  regard  to  the  honor 
which  you  have  conferred  upon  me  in  making  me  the  President 
of  this  Section.  I  appreciate  the  duties  of  President  and  realize 
that  I  will  need  the  help  of  every  one  in  the  Section.  I  ask 
of  you  all  your  cordial  co-operation  during  the  coming  year. 

Upon  motion  the  meeting  adjourned  sine  die. 

EEPORT  OF  THE  SECRETAEY 
Milton  W.  Harrison 

Gentlemeii :  It  gives  me  pleasure  to  report  the  greatest  progress  during 
the  past  year,  of  any  year  in  the  history  of  the  Section.  The  added 
opportunities  for  rendering  service  hecanse  of  reconstruction  prohlems, 
.have  heen  followed  assiduously. 

Hie  record  of  the  work  of  the  secretary's  office  is  reflected  in  the 
reports  of  your  various  committees  as  submitted  to  this  meeting. 

The  undersigned  resigned  his  oflice  to  take  effect  at  the  end  of  the 
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fiscal  year,  August  31,  1919,  and  accepted  the  position  of  secretary  and 
executive  manager  of  the  Savings  Banks  Aasociation  of  the  State  of  New 
York  as  of  September  1,  1919.  By  mail  vote  your  executive  committee 
has  appointed  Mr.  Leo  Day  Woodworth  as  its  section  secretary.  I  have 
personal  knowledge  that  Mr.  Woodworth  comes  well  equipped  to  serve 
the  Section  as  its  executive  officer.  For  many  years  he  has  been  con- 
nected with  the  general  real  estate  business  and  the  loan  activities  of 
the  savings  banks;  has  been  secretary,  vice-president  and  president 
of  the  New  York  State  Real  Estate  Association;  executive  secretary, 
Advisory  Council  of  Real  Estate  Interests  in  New  York  city,  whidi 
position  he  resigned  to  become  secretary  of  the  Savings  Bank  Section. 
Mr.  Woodworth  is  also  secretary-treasurer  of  the  New  York  State  Tax 
Association,  which  is  not  a  paid  position;  he  was  a  member  of  the 
Michigan  bar  and  has  been  an  appraiser  for  the  Federal  Land  Bank  of 
Springfield;  he  started  upon  his  new  duties  on  September  1,  last. 

Your  secretary  has  completed  five  A.  B.  A.  conventions  in  the  employ 
of  the  Section.  They  have  been  five  years  of  contact  with  splendid  men 
and  most  interesting  affairs.  Your  secretary  has  counted  it  as  his  high 
privilege  to  have  had  this  association. 

Your  secretary  has  attended  several  conventions  for  the  Ammcan 
Bankers  Association  and  has  addressed  the  Maryland  and  Virginia 
Bankers  Associations'  conventions.  He  also  has  visited  fifteen  cities  in 
the  middle  West  and  South  in  the  interests  of  the  American  Institute 
of  Banking  and  the  Savings  Bank  Section. 

As  to  membership,  there  has  been  a  net  gain  in  the  Section  of  219 
banks — 260  banks  joined  but  41  were  lost  by  failure,  liquidation,  merger, 
or  non-payment  of  membership  dues.  September  1,  1918,  the  member- 
ship was  4155  banks;  on  September  1,  1919,  it  was  4374  banks,  of  whidi 
2654  banks  are  voting  members  and  1720  are  associate  members.  A 
detailed  report  is  attached. 

Section  finances  during  the  past  year  have  been  as  low  as  eonaistent 
economy  would  permit  in  accordance  with  Section  accomplishments. 
Expenditures  have  been  $13,540.20,  or  $290.11  in  excess  of  the  amounts 
to  the  credit  of  the  Section.  At  the  Chicago  convention  an  appropriation 
was  received  of  $10,500.00  which  was  $3,000  less  than  the  amount  re- 
quested. At  the  spring  meeting  $3,000  additional  appropriation  was 
requested  and  $2500  was  appropriated.  The  appropriation  requested  was 
to  cover  only  actual  expenses,  hence  the  appropriation  made  was  in- 
adequate to  carry  the  Section  through  the  fiscal  year.  However,  when 
it  was  observed  that  a  deficit  was  certain.  President  Lersner,  in  a  letter 
dated  July  24,  1919,  to  Vice-President  Hawes  of  the  American  Bankers 
Association,  requested  the  sum  of  $355.13  to  be  advanced  from  the 
American  Bankers  Association  and  included  in  the  1919-1920  budget  of 
the  Section.  Mr.  Hawes  courteously  responded,  approving  the  ad- 
vancement and  promising  ooSperation  in  having  the  amount  appropriated 
at  the  St.  Louis  convention.    The  financial  statement  is  attached. 
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Your  secretary  desires  to  record  his  appreciation  for  the  manj  cour- 
tesies given  to  him  by  the  executive  committee,  the  officers  and  members 
of  the  Section  and  Association,  as  well  as  the  office  staff  of  the  American 
Bankers  Association,  during  his  five  years  incumbency  as  Secretary  of  the 
Savings  Bank  Association.  They  have  been  five  years  of  most  satisfac- 
tory effort. 

REPORT  OF  MEMBERSHIP  COMMITTEE 
^^^^       Acmra        AsaooiATB 

Statb  Trost  ^     ^     '~"Tra«t 

Motoal   Stodc     State     and    Private    Natl    Co.'a     Total  Loet 
Sav.  Etc. 

Alabama 0683064270 

Arisona 0141067          18      0 

Aikansafl 02        16         5078380 

Califomia 1      103        61        18        0        47        15        245      5 

Colorado 0743067270 

Connecticut 6000107        16         841 

Delaware 2000037          12      0 

Di8t.of  Columbia  0233          1022         311 

Florida 0         3        21          0        0       41        10         45      0 

GeOTgia 0        12        33         5        0         8        12         70      1 

Idaho 02810        13         2260 

Blinoia 0        41        73        44        5        61        48        272      3 

Indiana 2          1        33          7        1        34        41        119      1 

Iowa 0      340        26        21        0        40        82        509      8 

Kansas 0        10        35          0020         4         691 

Kentucky 0365079         30      0 

Louisiana 0         7         5         20        14        17         451 

Maine 23         0         0         1        0        10        13         47      1 

Maryland 18         8200087         610 

Massachusetts...  132         0         3          0        0        13        17        165      2 

Michigan 0      182        95         5        0        27        15        324      3 

Minnesota 3         350         0036         7         991 

Mississippi 039308        18         41      0 

Missoun 0        26        31          4        0        17        26        104      0 

Montana 0         0        18         5        3        10         4         40      0 

Nebraska 0422         00        15          1          420 

Nevada 0020030           50 

NewHampshire.  16          003073299 

New  Jersey 19          1          4         2        0        45        39        110      0 

New  Mexico 0454063220 

New  York 103         0        12          1        1        45        15        177      2 

North  Carolina..  0         8        19         5        0        15        19         66      9 

North  Dakota...  1          3        15         0        0        18         4         41      2 

Ohio 7      111        36        34        2        43        51        284      2 

CHdahoma.......  009          10        19          130      0 

Oregon 0         8        14         21        15         3         430 

Penn^lvania.. . .  6        22        29         8        0       95        54        214      3 

Rhode  Island...  9         00         00          1         3          13      0 

South  Carolina. .  0        13        19         0        0        18         9         59      1 

South  Dakota. . .  0        15        26         20        18         5         660 

Tenneaaee 0         9         4        15        0        14        14         56      0 

Texas 02        11          33        10         4          331 

UtAh 0873184          31      1 
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REPORT  OF  MEMBERSHIP  COMMITTEE— Ccmtiniied 
Aomra 


Statb  _ 

Matu«l   Stock     State     Mid  Priraie    N*t1     Co.'t     Total  LoM 
Sav.  Etc 

Vermont 14         008058350 

Virgmia 0        12        10         2       2        12        11         ^     0 

Washington 0         730        10       12424         960 

WeetWginia. . .  13950       18         9450 

Wiaoonsin 1        21        48         0       0       41        16        137     0 

Wyoming 0121042         10     0 

Canada 0033         000         1340 

Cuba 00-00020           20 

Hawaii 0040020           60 

Porto  Rioo 0050010           60 

Total  Banks  418   1,035      937      244      20      924      701     4,279   41 
Total  Chapters  A.  I.  B.  and  State  Secretaries 95 

Gross  Membership 4,874 

Active  and  Associate  Members: 

Total,  September  1,  1919 4,374 

Total,  September  1,  1918 4,165 

Qross  gain  since  September  1,  1918 260 

Lost  hj  failure,  liquidation,  merger  and  delinquent 41 

Net  gain  since  September  1,  1918 219 

Associate  Members: 

National  banks 924 

State  banks  and  trust  companies 701 

State   secretaries 49 

Chapters,  A.  L  B 46 

Total  associate  members 1,720 

Members:   Active 2,654 

Members:  Total  September  1,  1919 4,374 

FINANCIAL  STATEMENT 
From  September  1,  1918  to  August  31,  1919,  Inelusive 

DzSBITBflBMBNTB 

Rent   9884.92 

Traveling   Expenses 75.28 

Salanes   7,399.41 

Postage,  SUtionery  and  Printing 1,634.76 
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Telephone  and  Telegrams $227.26 

CoBvention  Bxpemet 816.66 

Executive  Committee  MeetingB 997.83 

Book  of  Proceedings,    1918 1,000.00 

Extra  OiBoe  Help 434.63 

Books  and  Publications 32.45 

Refund  Account  Book  of  Forms 4.00 

Reporting  War  Service  Conference 30.00 

Flowers  account  death  of  Mrs.  Pulleyn 10.00    $13,546.20 


CSBDITB 

Sept.  27,  1918,  by  appropriation  of  Ex.  Council  $10,500.00 

May  19,   1919,  by  appropriation  of  Ex.  Counoil  2,500.00 

Received  from  sale  Book  of  Forms 100.59 

"      Bulletin  of    Mort.    Loans  87.00 

"      Thrift    Outfits 43.00 

"       100  Years  Savings  Banking  25.00    $13,256.09 

Debit  Balance $290.11 

REPORT  OF  COMMITTEE  ON  FEDERAL  LEGISLATION 

W.  A.  Sadd,  Chairman 

Gentlemen  of  the  Convention:  There  were  two  questions  whidk  came 
to  the  attention  of  the  committee  during  the  first  part  of  the  jear. 

"First,  the  matter  of  mutual  savings  hanks  joining  the  Federal 
Beserve  System;  and,  second,  the  use  of  the  word  'Savings'  bj 
national  hanks  in  states  where  the  use  of  such  word  is  restricted 
to  mutual  savings  banks.'' 

President  Lersner,  Mr.  SauL  Mr.  Harrison  and  Mr.  Sadd  met  on 
the  mezzanine  floor.  New  Willard  Hotel,  Washington,  D.  C,  10:80 
o'clock  Fridaj,  November  22,  1918,  in  advance  of  an  appointed  eon- 
ference  with  the  Federal  Reserve  Board  at  2.30  o'clock  in  the  afternoon. 

Membership  in  Fedeeal  Rbsebvb  Ststeic 

Hie  question  of  membership  of  Mutual  Savings  Banks  in  the  Federal 
Reserve  System  was  fully  considered.  It  was  decided  to  suggest  that  a 
reserve  of  3  per  cent,  of  deposits  be  deposited  with  the  Federal  Reserve 
Bank  by  a  mutual  savings  bank,  to  be  in  Qovemment  securities;  that 
in  proposing  an  amendment  to  Section  IX  of  the  Federal  Reserve  Act 
a  deposit  of  funds,  at  interest,  perhaps,  would  be  more  desirable  than 
the  actual  buying  of  stock;  that  the  mutual  savings  banks  be  made  aa- 
Boeiate  members.  It  was  decided  that  Chairman  Sadd  present  the 
matter  to  the  Board. 
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At  2:30  P.  M.  Messrs.  Lersner,  Sadd,  Saul  and  Harrison  conferred 
with  Judge  Elliott,  Counsel  for  the  Federal  Reserve  Board,  and  Go?- 
emor  Harding. 

After  considerable  discussion  Governor  Harding  proposed  to  Jndge 
Elliott  that  he  draft: 

''1.  An  amendment  to  Section  IX  of  the  Federal  Reserve  Act, 
providing  for  membership  in  the  Federal  Reserve  System  of  Mutual 
Savings  Banks;  that  in  lieu  of  purchasing  stock,  3  per  cent,  of  sur- 
plus be  deposited  in  the  Federal  Reserve  Bank  at  4^  per  cent 
interest,  such  interest  to  be  paid  at  the  time  of  the  payment  of 
dividends  on  Federal  Reserve  Bank  stodcs;  with  the  added  pro- 
vision that  withdrawal  of  such  deposits  be  subject  to  a  demand 
notice  of  six  months,  iHiich  would  be  tantamount  to  a  purdiase  by 
a  State  Bank  of  stock  of  the  Federal  Reserve  Bank. 

"2.  An  amendment  to  Section  XTX  providing  for  a  reserve  on 
savings  deposits  of  8  per  cent.;  one-third  of  which  shall  be  cask, 
and  two-thirds  shall  be  in  Government  securities.  It  was  explained 
that  this  would  obviate  the  necessity  for  amending  state  laws  speci- 
fically providing  for  the  purchase  of  stock  of  Federal  Reserve 
Banks.  As  a  consequence,  it  would  merely  require  an  amendment 
to  state  laws  providing  for  membership  of  mutual  savings  banks 
in  the  Federal  Reserve  System,  in  certain  states." 

The  conference  was  most  satisfactory.  Both  Governor  Harding  and 
Judge  Elliott  took  a  very  favorable  Interest  in  our  proposition,  and 
requested  us  to  aid  in  urging  legislation  through  the  machinery  at 
our  command. 

It  was  suggested  at  the  meeting  by  the  representatives  of  the  Fed- 
eral Reserve  Board  that  no  publicity  be  given  the  matter  until  Judge 
Elliott  had  framed  the  amendments.  Secretary  Harrison  maintained 
as  close  contact  as  the  mails  permit  with  Counsel  Elliott's  oiBce. 

Nothing  was  done  until  January  7th,  wheA  the  bulletin  of  the 
U.  S.  Council  of  State  Banking  Associations  was  issued  and  sent  to 
every  state  bank  in  America.  As  soon  as  the  bulletin  came  to  Secre- 
tary Harrison's  attention.  Secretary  Harrison  through  the  Federal 
Legislative  Committee  caused  to  have  printed  and  issued  the  same 
day  the  bulletin  containing  extracts  from  the  bulletin  of  the  U.  S. 
Council,  which  contained  the  proposed  amendments  to  the  Federal 
Reserve  Act,  the  substance  of  which  was  discussed  at  the  conference 
in  Washington  on  November  22d.  Naturally,  a  misunderstanding 
arose  between  the  U.  S.  Council  and  the  Savings  Bank  Section.  E.  G. 
McWilliams,  assistant  to  the  president  of  the  U.  S.  Council,  appar- 
ently maintained  close  contact  with  the  State  Bank  Section,  but  did 
not  get  in  touch  with  the  Savings  Bank  Section  after  the  issuance  of 
the  bulletin. 
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Objeetion  was  made  in  a  courteous  way  to  Governor  Harding  and  to 
President  Booth  of  the  U.  S.  Council.  The  following  letter  was  written 
by  Goremor  Harding  to  me  under  date  of  January  28th: 

''I  have  your  letter  of  the  25th  instant,  and  note  what  you  have 
to  say  regarding  the  bulletin  which  was  sent  out  by  Mr.  Mc- 
Williams,  representing  the  United  States  Council  of  State  Bank- 
ing Associations,  in  which  matters  were  mentioned  which  were 
discussed  at  the  conference  I  had  with  members  of  your  committee. 

"Some  time  after  this  conference  was  held,  Mr.  M.  C.  Elliott, 
our  General  Counsel,  discussed  formally  with  me  the  question  of 
whether  the  Board  should  recommend  the  establishment  of  savings 
departments,  but  it  was  determined  that  the  matter  had  better 
go  over  for  the  present,  in  order  not  to  jeopardize  the  passage  of 
the  pending  Phelan  bill.  Mr.  John  8.  Drum,  of  California,  who 
bad  been  in  Washington  for  several  months  as  a  member  of  the 
Capital  Issues  Committee,  had  manifested  great  desire  on  several 
occasions  to  have  savings  departments  expressly  authorised  for 
national  banks,  stating  that  in  his  opinion  if  this  were  done  a 
number  of  California  state  banks  would  join  the  national  system. 
He  had  discussed  this  subject  on  several  occasions,  not  only  with 
me  but  with  Mr.  Hamlin,  and  it  seems  that  he  discussed  the  matter 
also  with  Mr.  McWilliams.  Some  time  later  Mr.  McWilliams  sub- 
mitted to  the  Board  a  form  of  circular  which  he  stated  he  pro- 
posed to  send  out  to  the  state  banks.  As  the  matter  contained 
therein  had  been  discussed  quite  freely  between  members  of  the 
Board  and  Mr.  Drum,  and  by  him  with  others  connected  with  the 
Council  of  State  Banking  Associations,  the  Board  felt  that  it  could 
not  raise  any  objection  to  the  proposed  circular,  especially  as  Mr. 
McWilliams  stated  to  Mr.  Elliott  that  the  circular,  before  mailing, 
had  been  brought  to  the  attention  of  Mr.  Harrison  or  somebody 
representing  the  American  Bankers  Association. 

''The  circular  does  not  commit  in  any  way  to  the  proposition, 
but  states  merely  that  the  matters  referred  to  have  been  laid 
before  it  for  consideration.  Had  your  committee  desired  to  send 
out  a  circular  to  savings  institutions,  I  have  no  doubt  that  the 
Federal  Reserve  Board  would  have  approved  of  your  doing  so. 
There  is,  of  course,  no  objection  now  to  your  presenting  this  mat- 
ter direct  to  the  Savings  Bank  Section  of  the  American  Bankers 
Association,  and  I  might  say  that  in  matters  which  relate  par- 
ticularly to  the  Savings  Buik  Section,  the  Board  would  expect 
to  deal  with  it  rather  than  with  any  other  council  or  associa- 
tion." 

On  February  6th  Judge  Paton  was  requested  to  draft  a  bill  to  amend 
■eetions  IX  and  XIX  of  the  Federal  Reserve  Act  to  be  presented  to  the 
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Senate  and  House  so  as  to  secure  a  test  of  the  measure  and  with  do 
idea  of  it  passing  during  the  session  of  Congress.  Senator  Calder  of 
New  York  introduced  the  bill  in  the  Senate,  and  Congressman  Moon 
of  Tennessee  introduced  the  bill  in  the  House;  both  bills,  of  oourtt, 
were  the  same. 

In  order  to  secure  the  furtherance  of  the  bill  bj  the  Federal  Legii- 
latiye  Conunittee  of  the  American  Bankers  Association,  Judge  Patoa 
submitted  the  substanoe  of  the  bill  to  a  referendum  vote  of  the  Fed- 
eral Legislative  Council  of  the  A.  B.  A.,  with  the  result  that  61 
members  answered,  which  seemed  to  both  Judge  Paton  and  Chairman 
Newcomer  of  the  Federal  Legislative  Committee,  a  number  sufScient 
to  determine  the  question.  The  result  of  the  vote  was  37  in  favor,  and 
24  not  in  favor,  thereby  placing  the  general  association  behind  the 
measure. 

The  question  was  then  submitted  to  the  mutual  savings  banks  of 
the  country.  A  number  of  answers  were  received  and  the  general 
opinion  together  with  a  few  of  the  representative  answers  were  in- 
cluded in  an  article  published  in  the  Journal  of  the  A.  B.  A.  for  AprU. 
The  opinion,  therefore,  seems  to  be  divided  as  to  the  desirability  of 
the  Section  urging  such  legislation.  The  Committee  on  Federal  Legit- 
lation  is  more  or  less  in  a  qtiandary  as  to  what  further  action  to  take. 
There  are  arguments  for  and  against  entrance  of  the  mutual  savings 
banks  in  the  Federal  Reserve  System;  but  if  the  majority  of  the 
mutual  savings  banks  do  not  desire  such  legislaticm,  even  thou^  it  is 
simply  permissive  legislation,  it  is  not  reasonable  for  the  Federal 
Legislative  Committee  to  further  act  in  the  matter. 

The  Massachusetts  Savings  Banks  through  their  AssociaUon  have 
voted  unanimously  against  going  into  the  Federal  Reserve  System. 
The  same  action  has  been  taken  by  the  New  Hampshire  Savings  Banks. 

At  the  spring  meeting  of  the  Executive  Committee  it  was  unani- 
mously decided  to  withdraw  any  proposed  legislation  with  relation  to 
permitting  mutual  savings  banks  to  become  members  of  the  Federal 
Reserve  System.  Since  the  Sixty-sixth  Congress  convened  there  were 
several  bills  introduced  which  have  been  carefully  watched. 

PlOPOfiKD  JjEQlBLLTlOm 

On  May  26,  1919,  Senate  Bill  S-800  was  introduoed  by  Mr.  Owen  of 
Oklahoma,  which  proposed  to  create  a  depositors'  indemnity  fund 
under  the  control  of  the  Federal  Reserve  Board  to  indemnify  depositors 
in  member  banks  in  event  of  the  failure  of  a  bank.  Fund  to  oonsist 
of  proceeds  of  tax  on  national  bank  circulation  beginning  Januaiy  1, 
1919,  until  1  per  cent,  of  deposits  of  member  banks  have  been  accu- 
mulated. Fund  to  be  kept  at  that  amount.  It  has  not  as  yet  oome  out 
of  committee. 

On  May  20,  1919,  Mr.  King  of  Utah  introduced  in  the  Senate  BiU 
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S-30,  which  propoied  to  ettablish  in  the  Treasurj  Departmont  a  Bureau 
of  Export  of  Sayings  in  charge  of  director  of  the  export  of  saTingi 
appointed  hj  the  President  at  a  salary  of  $5,000  per  annum,  with 
such  assistants  as  the  director  may  deem  necessary.  The  bill  is 
described  as  follows: 

"The  bureau  is  given  general  supervision  and  regulation  of  busi- 
ness of  transmitting  and  forwarding  out  of  U.  8.  to  any  foreign 
country  sums  of  $100  or  less,  or  sums  of  $100  or  less  made  up 
into  an  amount  exceeding  $100,  receiving  directly  or  indirectly 
for  purpose  of  transmission  from  persons  other  than  citizens  of 
U.  S.  residing  in  U.  S.,  or  territories  or  possessions.  State  laws  on 
subject,  where  not  in  conflict,  are  unaffected. 

"The  bill  provides  that  after  April  1.  1919  (which  date  was 
passed  when  the  bill  was  introduced),  it  shall  be  unlawful  for 
any  person,  firm,  unincorporated  association,  or  corporation,  to 
begin  or  continue  the  business  specified  without  having  received 
from  the  Director  a  license  to  carry  on  said  business  for  the  term 
of  one  year,  renewable  with  consent  of  the  Director;  and  no  person, 
firm,  etc,  engaged  in  such  business  at  time  act  passed  shall  con* 
tinue  therein  for  more  than  60  days  after  its  passage  without  ob- 
taining license.  Compliance  with  the  following  conditions  pre- 
cedent is  required  before  the  issuance  of  a  license.  First,  appli- 
cant must  file  with  Director,  a  duly  subscribed  and  sworn  certificate 
<ttating  that  applicant,  if  an  individual,  is  a  citizen  of  the  United 
€ltates,  or  if  a  firm  or  unincorporated  association,  that  every 
member  thereof  is  a  citizen,  or  if  a  corporation,  that  at  least  70 
per  cent,  of  the  stock  is  held  by  citizens,  and  that  all  the  officers 
and  directors  are  citizens,  also  location  of  principal  office.  Second, 
applicant  must  pay  into  U.  S.  Treasury  as  first  payment  of  an 
annual  license  fee,  $1,000  in  cash,  and  a  like  additional  sum  for 
each  branch  office  or  agency.  Third,  where  not  a  bank  or  trust 
oompany  duly  organized  under  U.  S.  or  state  laws,  applicant  must 
deposit  in  U.  S.  Treasury,  or  in  duly  designated  depositories,  as 
security  for  the  purpose  hereinafter  set  forth,  in  cash  or  in  such 
securities  as  hereinafter  specified,  the  following  amoimts:  Where 
applicant  shall  have  been  continuously  engaged  in  the  buisness 
described  throughout  the  year  1918,  such  amount  sliall  be  equal 
to  10  per  cent,  of  the  average  monthly  aggregate  amount  of  moneys 
received  for  transmission  in  sums  of  $100  or  less  in  1919  by  ap- 
pUcant  in  such  business,  but  value  of  cash  and  securities  deposited 
shall  in  no  case  be  less  than  $10,000.  Where  applicant  not  con- 
tinuously engaged  in  business  described  throughout  the  year  1913, 
a  minimum  deposit  of  $10,000  in  cash  or  securities  is  required,  to 
be  increased  but  not  diminished  within  three  months  to  an  amount 
equal  to  10  per  cent,  of  the  average  monthly  aggregate  amount  of 
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moneys  received  for  transmission  in  the  first  two  months  sub- 
sequent to  granting  license.  Fourth,  if  applicant  is  a  duly  organ- 
ized bank  or  trust  company,  and  the  Director  deems  the  security 
afforded  by  organic  law  insufficient  for  protection  of  persona  for 
whom  money  transmitted.  Director  shall  require  additional  secur- 
ity of  same  character  and  amounts  as  provided  in  case  of  an 
applicant  other  than  a  bank  or  trust  company.  Provision  is  made 
for  reports  of  license  to  Director.  Also  registered  bonds  of  U.  8. 
or  any  state  may  be  deposited  in  lieu  of  cash;  or  registered  bonds 
of  any  municipality  in  U.  S.  if  approved  by  director.  The  deposits 
of  security  are  constituted  a  trust  fund  for  faithful  performance 
of  the  licensee's  duties  to  persons  from  whom  moneys  received  for 
transmission,  and  in  event  of  bankruptcy  or  assignment  for  benefit 
of  creditors  of  licensee  claims  of  such  person  shall  have  priority 
over  claims  of  all  other  creditors  of  licensee  with  respect  to  such 
trust  funds.  Provision  is  made  giving  U.  S.  District  Court  con- 
current jurisdiction  of  suits  arising  under  act.  Licensees  are 
prohibited  from*  soliciting,  by  advertisement  or  otherwise,  moneyB 
for  transmission.  The  Director  is  empowered  by  written  notice 
to  the  licensee  to  revoke  any  license  for  cause.  The  situation  where 
a  licensee  ceases  to  do  business  is  regulated  and  [urovision  made 
for  ultimate  disposition  of  the  securities.  The  license  fees  paid 
constitute  a  fund  which  covers  expenses  of  the  Bureau  and  any 
balance  may  be  devoted  to  "aiding  the  States  in  Americanizatioii 
measures."  The  books  and  accounts  of  licensees  are  open  for  in- 
spection of  Director  and  agents.  Licensees  are  required  to  for- 
ward moneys  received  for  transmission  within  five  days  after 
receipt  The  Secretary  of  the  Treasury  is  directed  to  provide  suit- 
able offices,  etc,  for  Uie  Bureau,  and  upon  the  recommendation  of 
the  Director  to  appoint  such  office  force  as  may  be  necessary;  and 
the  sum  of  $50»000  is  appropriated  to  carry  out  the  provisions 
of  the  Act.  The  bill  provides  a  penalty  of  a  fine  of  not  more  than 
$2,000»  or  imprisonmoit  for  not  more  than  two  years,  or  both, 
for  violation  of  any  of  the  provisions  of  the  Act." 

'As  more  or  less  supplemental  to  this  bill,  Mr.  King  of  Utah 
introduced  S-2597  in  the  Senate,  July  23,  1919,  which  proposed  to 
"prevent  the  artificial  stimulation  of  immigrant  savings,  through 
propaganda,  foreign  subsidies  and  the  agencies  of  foreign  govern- 
ments. Prohibits  persons,  corporations,  etc,  who  receive  directly 
or  indirectly  any  sabsidy  or  financial  support  from  any  foreign 
government  from  engaging  in  the  business  of  transmitting  m<niey 
or  credits  received  from  persons  of  foreign  birth,  resident  in  the 
United  States,  whether  in  the  form  of  domestic  currency,  foreign 
exchange  or  otherwise.  Prohibits  postal  savings  banks  or  other 
government  banks  of  foreign  powers  from  maintaining  branobss 
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or  agencies  in  the  United  Stateg  or  engaging  in  the  United  Statea 
the  boBinesB  of  transmitting  such  money  or  credits.  Prohibits 
indiyidnalSy  firms  or  corporations  engaged  in  interstate  or  foreign 
commerce  from  doing  business  or  maintaining  an  office  or  agenoj 
in  the  United  States,  and  also  persons  employed  in  the  consular 
or  other  governmental  serrice  of  any  foreign  power  from  soliciting, 
requesting  or  inducing  any  person  of  foreign  birth,  residing  in  the 
United  States,  to  export  or  transmit  moneys  or  credits  belonging 
to  such  persons  out  of  the  United  States  to  any  foreign  country. 
Penalty  for  violation  is  imprisonment  not  exceeding  one  year  or 
fine  of  not  more  than  $5,000,  or  both." 

These  two  bills  would  require  a  greater  amount  of  influence  in  order 
to  assure  their  passage.  There  is  a  strong  opposition  to  the  bill  on  the 
part  of  those  primarily  interested  in  the  export  of  savings  and  in 
foreign  exchange.  There  is  no  doubt,  however,  that  some  plan  should 
be  devised  to  curtail  the  increasing  amount  of  savings  exported  through 
the  efforts  of  foreign  agents  inducing  immigrants  to  export  their 
savings. 

Pbopobal  foe  "Hohb  Loan"  Banks 

On  June  6,  1010,  Mr.  Calder,  of  New  York,  introduced  8.  1460,  which 
proposed  to  create  a  Federal  Home  Loan  Board  and  home  loan  banks 
for  the  purpose  of  aiding  in  financing  the  construction  of  homes. 
Act  to  be  known  as  ''The  Federal  Home  Loan  Act."  Established  in 
Treasury  Department  a  bureau  to  be  known  as  the  Federal  Home 
Bureau,  imder  supervision  of  the  Federal  Home  Loan  Board;  latter 
consisting  of  five  members,  including  Secretary  of  Treasury  and  four 
members  appointed  by  President  of  U.  S.  and  confirmed  by  Senate,  at 
annual  salary  of  $10,000.  One  member  to  be  designated  by  President 
as  Home  Loan  Commissioner  to  be  active  executive  officer  of  Board. 

Provides  for  division  of  continental  U.  S.,  except  Alaska,  into  eleven 
home  loan  bank  districts,  designated  by  number,  and  for  establishment 
by  the  Board  of  a  Federal  home  loan  bank  in  each  district;  each  bank 
to  include  in  its  title  name  of  city  in  whidi  located,  and  each  bank 
may  establish  branches  within  its  district.  Whenever  ten  or  more 
building  associations  located  in  a  district  wiUi  aggregate  assets  of  not 
less  than  $5,000,000  and  eligible  under  the  Act  (no  building  associa- 
tion is  eligible  to  membership  unless  under  supervision  of  state  author- 
ities, or  like  supervision  of  Federal  authority),  shall  associate  them- 
selves together,  they  may  organize  the  Federal  Home  Loan  Bank  for 
their  district,  after  obtaining  certificate  of  home  loan  commissioner 
of  compliance  with  provisions  of  Act.  Each  bank  to  begin  business 
with  a  paid-in  cash  capital  of  not  less  than  $100,000  in  shares  of 
$1,000  each.  Only  building  associations  to  purchase  or  hold  said  stock. 
ProTides  details  for  organization  of  bank  and  issuance  of  charter  hy 
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Home  Loan  Board  upon  filing  and  approral  of  organisatioa  oertifloftt*. 
Directors  of  eaeh  home  loan  bank  to  eoniict  of  nine  memben»  alz  to 
be  known  as  local  direetora»  choeen  bj  r^reeontatlTee  el  bnfMtng 
aaeooiationB  members  of  bank,  and  tbree  to  be  known  as  district 
directors,  appointed  by  Home  Loan  Board;  one  of  latter,  dfisignatad 
l^  the  Beard,  to  be  Chairman  of  Directors.  All  home  loan  banks  may 
btf  designated  by  Secretary  of  Treasury  as  depositories  of  puUie  maamjt 
except  receipts  from  customs,  and  employed  as  Qovemmcnt  financial 
agents;  but  no  Government  funds  so  deposited  to  be  inyested  in  home 
loan  bonds. 

Home  loan  banks  are  given  power,  subject  to  named  restrictions*  to 
issue  and  sell  home  loan  bonds,  when  approved  fay  Hc»ne  Loan  Board« 
and  redeem,  cancel  and  retire  same  at  or  before  maturity.  To  receiTS 
and  deposit  in  trust  with  home  loan  registrar  of  district  first  mort- 
gages given  to  and  owned  by  members  of  bank,  such  mortgages  to  be 
held  by  registrar  as  collateral  security  for  home  loan  bonds.  To 
acquire  and  dispose  of  real  and  personal  property  in  transactions  of  Hm 
business  parcels  of  real  estate  acquired  in  satisfaction  of  ddita,  etc; 
but  bank  may  not  hold  title  to  realty  so  acquired  longer  than  fiw 
years,  without  permission  of  Home  Loan  Board.  Such  banks  are  given 
further  power  to  borrow  money;  to  buy  and  sell  U.  S.  bonds  or  otlier 
evidences  of  Government  indebtedness;  to  accept  deposits  of  current 
funds  from  members  of  bank,  but  to  pay  no  interest;  to  make  loans 
from  capital  stock  or  current  funds  deposited  with  it  and  from  funds 
derived  from  sale  of  home  loan  bonds,  to  member  associations,  on  con- 
ditions prescribed  by  Home  Loan  Board;  to  collect  from  each  member 
association,  as  commission  for  services  rendered,  not  exceeding  one- 
half  of  one  per  cent,  per  annum,  upon  balance  due  from  each  member 
to  bank  for  funds  loaned  by  said  bank,  said  commission  to  be  in  addi- 
tion to  interest  charge  and  amortization  payment  by  member  on  said 
loan.  Such  banks  are  forbidden  ( 1 )  to  accept  deposits  of  current  funds 
except  from  its  members  or  to  transact  any  business  not  authorised 
by  act;  (2)  to  accept  any  mortgage  except  first  mortgages,  and  sock 
mortgages  as  may  be  taken  as  additional  security  for  existing  loana; 
(8)  to  issue  home  loan  bonds  in  excess  of  twenty  times  amount  of  its 
outstanding  capital  and  surplus,  or  to  advance  to  any  memhet  an 
amount  exceeding  twenty  .times  the  amount  of  its  capital  owned  by 
such  member;  (4)  to  demand  or  receive,  under  any  form,  any 
mission  or  charge  not  specifically  authorized  by  act.  Itederal  Ho 
Loan  Board  is  empowered  to  organize  and  charter  Federal  home  kian 
banks;  to  review  and  alter  rate  of  interest  upon  bonds  ioj  be  issued; 
to  grant  or  refuse  to  banks  authority  to  make  any  specific  issoe  of 
bonds;  to  require  reports  of  operation  and  condition  of  all  home  loan 
banks;  to  prescribe  form  and  terms  of  home  loan  bonds,  and  of  all 
surety  b<mds  required  under  Act;  to  require  banks  to  pay  any  otbar 
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bank  tteir  «qiiit«Ue  pioportioii  of  anj  snnu  advuiced  l^  said  bank; 
to  pay  eoupona  of  any  other  home  loan  bank;  to  auspend  or  remofe 
for  cause  any  district  director,  registrar,  <^  other  oflleials  appointed 
by  Board;  to  exercise  general  snpenrisory  authority  over  such  banks, 
and  rndi  incidental  powers  as  are  necessary  for  purposes  of  Act. 

Bt  ery  member  must  own  at  least  one  share  of  capital  stock  of  Fed- 
eral Home  Loan  Bank,  but  shall  not  hold  shares  to  an  amount  in  te- 
cess  of  10  per  e&kt  of  assets  of  such  member.  Eadi  member  shall  be 
responsible  eq[ually  and  ratably  and  not  one  for  another  for  all  con- 
tracts, debts  and  engagemmts  of  said  bank  to  extent  of  amount  of  its 
shares  therein  at  par  value  of  $1,000,  in  additi<m  to  amount  invested 
in  such  shares.  Such  shares  are  not  transferable,  except  that  a  mem- 
ber not  obligated  to  his  home  loan  bank  may  transfer  such  shares  to 
another  member,  or  to  another  building  association,  with  approval  of 
Home  Loan  Board;  or  any  member  may  retire  from  membership  and 
receive  back  sums  paid  for  its  shares  upon  one  year's  notice  to  Home 
Loan  Board,  provided  it  is  not  indebted  to  said  bank;  and  provided  no 
such  withdrawal  will  be  permitted  which  will  reduce  the  total  amount 
of  outstanding  capital  of  the  bank  below  $100,000.  Provides  detailed 
steps  for  procurement  of  loans  from  bank  by  members.  Designates 
neoeesary  steps  for  issue  of  home  loan  bonds  by  registrar,  and  sped- 
ilea  the  form  and  denominations  of  such  bonds,  and  periods  for  which 
they  shall  run.  Provides  in  detail  for  withdrawal  and  exchange  of 
mortgages  deposited  with  Home  Loan  R^strar  as  collateral.  Pro- 
vides in  detail  as  to  amortization  and  other  payments  on  principal  of 
indebtedness  of  members  to  home  loanlMUik,  and  disposition  of  trust 
fund  thus  created.  Detailed  provisions  are  made  with  respect  to 
reserves  and  dividends  of  home  loan  banks.  Exempts  home  loan  banks 
and  member  associations,  including  capital  and  reserve  or  surplus  and 
income  derived  therefrom,  from  Federal,  state,  municipal  and  local 
taxation,  except  taxation  upon  real  estate  held  by  home  loan  banks 
or  member  associations. 

Provides  that  Federal  Home  Loan  bonds  shall  be  lawful  investments 
for  all  fiduciary  and  trust  funds,  and  security  for  all  public  deposits; 
and  members  of  Federal  Reserve  System  may  buy  and  sell  such  bonds. 
Provides  for  appointment  of  a  Home  Loan  Registrar  for  each  district, 
to  receive  applications  for  issue  of  bonds  and  other  services;  for 
i^pointment  of  Home  Loan  Bank  Examiners,  subject  to  same  require- 
ments and  penalties  as  national  bank  examiners,  and  prescribes  their 
duties.  Provides  steps  to  be  taken  for  dissolution  of,  and  appointment 
of  receivers  for,  insolvent  member  associations,  and  for  like  proceed- 
ings in  cases  of  insolvent  home  loan  banks. 

Provisica  is  made  for  adeq[uate  penalties  for  violation  of  provisions 
of  Act.  $100,000  is  appropriated  to  carry  into  effect  provisions  of  Act 
Amends  Revenue  Act  of  1918  exempting  $40,000  real  estate  mortgage 
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kMUM  without  limitotion.  Proyides  that  if  U17  part  of  Aot  is  dedarei 
invalid  by  a  oourt  of  competent  jnritdieti<m,  tueh  Judgment  ahall  aot 
invalidate  remainder  of  Act. 

When  this  bill  got  to  the  committee,  effective  opposition  was 
through  the  aid  of  the  Ckmunittee  on  Amortization  of  Mortgage 
and  the  fine  work  of  Chairman  Pulleyn  in  respect  thereto.  As  a  reanlt 
Mr.  Calder,  on  July  16th,  introduced  another  bill  in  the  Senate,  8-249S, 
which  was  substantiallj  the  same  as  S-1469  with  the  exception  of  the 
title;  Federal  Building  Loan,  instead  of  Federal  H<mie  Loan  Act; 
that  it  fails  to  provide  for  Federal  Home  Loan  Board,  and  subetttntes 
in  lieu  thereof,  Superintendent  of  Federal  Building  Loan  Banks,  with 
substantially  the  same  duties.  Requires  banks  to  carry  a  legeim 
account  of  6  per  cent,  (instead  of  26  per  6ent.  in  former  bill)  uatil 
such  reserve  shall  show  credit  balance  equal  to  10  per  cent,  (instead 
of  20  per  cent.)  of  the  outstanding  ci4>ital  sto^  Also  appropriates 
$60,000  (instead  of  $100,000  as  in  former  bill)  for  organisatiaa 
purposes. 

Similar  bills  were  also  introduced  in  the  House.  Effective  opposi- 
tion was  brought  against  this  and  Senator  Calder  very  recently  frat^ 
posed  a  measure  iHiich  will  make  available  for  home  building  $4,000/ 
000,000  or  more  of  Government  funds.  AH  of  sudi  legislation  is  daa- 
gerous  and  unnecessary.  The  argument  is  brought  forward  that  t^ 
farmers  are  given  the  privilege  of  borrowing  from  the  Oovemmeat 
and  there  is  no  reason  why  the  laborers  in  the  city  should  not  haw 
the  same  privilege.  This  argument,  of  course,  has  great  strength 
among  those  representatives  whose  constituents  are  largely  laborera 
However,  it  is  no  reason  to  establish  another  organization  in  Waeli- 
ington  which  will  add  to  the  unfortunate  condition  in  which  the  country 
seems  to  be  placed  as  a  result  of  the  operatfon  of  the  Federal  Farm 
toan  System. 

On  June  27,  1910,  Mr.  Fitzgerald  of  Massachusetts  introduced  in  the 
House  Bill  No.  H.  R.  6815,  which  proposed  to  provide  for  a  locui  of 
$60,000,000  for  the  building  of  small  homes  to  be  dispensed  by  the 
Federal  Farm  Loan  Board  throughout  the  twelve  Federal  Land  Banks 
under  regulations  now  obtaining  in  connection  with  moneys  loaned  for 
purchase  of  agricultural  lands,  the  amount  of  loan  to  any  one  borrower 
not  to  exceed  $5,000  nor  be  for  less  than  $600.  It  may  be  presumed 
that  the  new  bill  which  will  take  the  place  of  the  Federal  Building 
Loan  bill  will  be  along  such  a  line. 

On  June  12,  1919,  Mr.  Sheppard  of  Texas  introduced  into  the 
Senate  S-1677,  which  proposed  an  industrial  savings  act  to  increaae 
utility  of  Postal  Savings  Bank,  encourage  sa/ings  among  the  pe<^ile 
and  secure  largest  returns  consistent  with  adequate  security.  Makes 
the  President's  Cabinet  an  Industrial  Savings  Board  to  control  the 
existing  Postal  Savings  Bank.    Removes  all  limitations  on  amount  of 
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d^Kwits  and  makes  postmasters,  letter  carriers  and  employees  serve 
the  people  throned  the  Postal  Savings  Bank  as  they  now  sorre  them 
for  letters,  money  orders,  registered  letters  and  paroel  post.  Provides 
tiiat  not  to  ezoeed  26  per  cent,  of  deposits  be  invested  in  Qovemment 
bonds  and  balance  of  deposits,  with  the  exception  of  a  working  reserve, 
be  loaned  at  not  exceeding  5  per  cent,  on  adequate  security.  Bill  con- 
tains detailed  provisions  as  to  manner  of  loaning.  Provides  for  issues 
of  certificates  of  deposit,  both  bearer  and  registered.  Permits  check- 
ing accounts  by  depositors  who  carry  an  average  balance  over  $600 
subject  to  regulations.  Authorizes  Secretary  of  Treasury  to  deposit 
in  the  Postal  Savings  Bank  without  security;  also  authorizes  banks 
to  make  deposits  in  Postal  Savings  Bank  and  count  its  certificates 
of  deposit  as  part  of  their  reserve.  Provides  that  post  ofltos  in  certain 
eitiee  shall  be  designated  as  savings  banks  of  issue  and  redemptioB  of 
certificates  of  deposit.  Twelve  District  Banks  covering  U.  S.  shall 
act  as  clearing  and  reserve  banks  for  banks  of  issue  and  redemption. 
A  Natkmal  Central  Postal  Savings  Bank  to  be  organized  in  Washing- 
ton, D.  C.  Bill  contains  other  provisions  relative  to  smaller  post  ofllees 
keeping  certificates  of  deposit  on  hand,  allowing  existing  savings  and 
other  banks  to  be  agents  of  the  Postal  Savings  Bank,  relative  to  loans 
OB  real  estate  collateral  and  loans  without  c<^lateral,  etc. 

This  bill  has  not  secured  any  definite  headway.  It  is  expected  that 
the  bill  will  not  be  reported  out  of  the  Committee  on  Post  Oflloes  and 
Post  Roads,  to  which  it  was  referred. 

We  may  expect  considerable  proposed  legislation  in  the  future  of 
d^lnite  interest  to  savings  banks  and  as  a  result  dose  watch  should 
be  maintained.  With  the  new  plan  for  the  Sections  to  direct  their  own 
Federal  legislation  our  efforts  in  this  direction  of  necessity  will  be 
increased. 

Due  to  savings  propaganda  and  the  need  for  greater  savings,  there 
win  be  many  attempts  to  introduce  new  and  untried  facilities  for 
aeeumulation  of  savings  and  for  the  investment  of  those  savings. 
Henoe^  in  order  to  maintain  the  highest  degree  of  stability  it  is  essen- 
tial to  keq>  careful  watch  in  both  Houses  of  Congress  as  to  what  may 
be  proposed  therein. 

Spbcial  Inhbestb  of  State  CHABnsiao  Banks 

Tour  committee  has  given  serious  consideration  to  the  conference 
of  state  chartered  banking  institutions  sections  formed  at  the  time 
of  the  May  meeting  of  the  Executive  Council.  This  conference  will 
not  have  (Official  standing  until  certain  amendments  to  the  by-laws  of 
the  Trust  Company,  Savings  Bank  and  State  Bank  Sections  are  adopted. 
The  purpose  of  the  conference  is  to  replace  the  U.  S.  Council  of  State 
Banking  Associations,  the  object  of  which  was  to  represent  and  to  pro- 
tect the  interests  of  state  chartered  banking  institutions. 
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The  legUlative  proposals  i^ieh  are  considered  hy  the  abore  deaeribed 
conference  for  action  of  necessity  must  hare  the  cognizance,  officially, 
of  the  sections  of  the  Association  representing  state  chartered  bank- 
ing institutions  so  that,  in  the  event  legislation  is  proposed  which  is  of 
primaiy  interest  to  one  of  the  three  state  chartered  banking  institutioBS 
sections,  that  section  independently  could  take  care  of  it.  In  meh 
event  it  would  be  stronger  policy  to  secure  the  backing  of  the  entire 
American  Bankers  AjBsociation  regardless  of  Sections.  In  other  worda, 
such  legislative  proposals  which  are  of  particular  interest  to  staite 
banking  institutions  and  to  which  national  banks  would  be  opposed, 
may  be  considered  for  action  by  the  conference  of  repreaentativea  of 
the  Sections  representing  state  chartered  banking  institutiona,  and 
even  then,  upon  the  full  information  in  the  hands  of  the  General 
Counsel  of  the  Association,  who,  as  a  matter  of  policy,  should  be  folly 
cognizant  of  all  legislative  activity  concerning  the  A:Bsociation,  ita 
departments,  committees,  or  any  of  its  sections.  Such  a  policy  would 
be  in  the  interests  of  unity,  and  the  stability  of  the  Associatioa'a 
influence. 

Your  committee  is  opposed  strenuously  to  any  action  on  ihie  part 
of  any  section,  conference,  or  committee,  of  the  Association,  wkidi 
would  even  tend  adversely  to  affect  tbe  prestige  and  influence  of  tho 
American  Bankers  Association. 

We  believe,  therefore,  that  with  the  creation  of  the  conference  abow 
described,  the  functions  of  such  conference-  should  be  well  defined  and 
that  those  functions  should  not  attempt  to  usurp  the  functions  of  tha 
Committee  on  Federal  Legislation  of  the  American  Bankers  Aasoeia- 
tion.  For  if  such  usurpation  ever  exists  it  will  lead  to  conflict  within 
the  Association  and  a  consequent  loss  of  prestige.  A  letter  waa  aent 
out  by  Chairman  Booth,  of  the  Conference,  to  members  thereof  referring 
to  Sheppard  Bill  No.  1677,  which  has  already  received  attenti<m  by  tbe 
Committee  on  Federal  Legislation,  and  was  no  new  matter  for  atten- 
tion. It  is  a  bill  in  which  all  banks  are  interested  and  not  alone  the 
Savings  Bank  Section  of  the  American  Bankers  Association.  The  letter 
was  in  the  following  words: 

"Enclosed  you  will  find  copy  of  Senate  Bill  1677,  which  was  in- 
troduced by  Mr.  Sheppard  on  June  12,  1919,  and  referred  to  the 
Committee  on  Post  Offices  and  Post  Roads. 

'This  bill  would  create  an  Industrial  Savings  Board  to  take  over 
the  control  of  the  existing  Postal  Savings  System. 

"The  bill  provides  for  the  removal  of  all  limitations  upon 
amounts  which  may  be  deposited  with  Postal  Savings  Banks,  and 
authorizes  checkftig  accounts  for  those  depositors  who  maintain  an 
average  balance  of  $500  or  more. 

"The  bill  also  provides  that  all  banks  in  the  United  States  may 
deposit  their  funds  in  Postal  Savings  Banks  and  Certificates  <^ 
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Deposit  iwned  therefor  maj  be  oounted  as  part  of  1^^  reserve. 

'^nder  this  bill  the  Postal  Sarings  Banks  maj  make  loans  and 
Issue  Tarioos  forms  of  Certificates  of  Deposit,  both  in  large  and 
small  amounts. 

"There  is  also  a  provision  that  ^dien  the  total  deposits  in  Postal 
Savings  Banks  amount  to  $1,000,000,000»  loans  to  farmers  and 
other  producers  maj  be  made. 

^In  addition  to  these  important  proyisicms,  the  general  powers 
and  functions  of  the  Postal  Sayings  Banks  are  greatlj  enlarged  by 
this  biU. 

'^t  would  seem  that  every  bank  in  the  country  is  vitally  inter- 
ested in  the  proposals  embodied  in  the  above  bilL 

"Your  early  advice  as  to  the  procedure  of  our  Committee  of  Nine 
in  this  connection  will  be  greatly  appreciated. 

"Very  truly  yours, 

WiLus  H.  Booth, 

Chairmim,'* 

Bheppard  Bill  S.  1677  was  brought  to  the  attention  of  the  members 
of  tho  Federal  Legislative  Council  and  others  by  the  Committee  on 
Federal  Legislation  of  the  Association  in  their  Digest  of  pending  legis- 
lation issued  on  June  23,  1919,  and  has  since  been  closely  watched,  both 
by  your  Committee  and  by  the  Committee  on  Federal  Legislation  of 
the  Association,  and  at  the  time  Chairman  Booth's  letter  was  sent  out 
it  had  not  been  taken  up  by  the  Committee  on  Banking  and  Currency 
to  which  it  was  referred.  Our  Committee  has  been  many  times  ad- 
Tised  that  it  is  the  policy  of  the  Committee  on  Federal  Legislation 
to  vratch  all  sudi  bills — ^there  are  a  number  of  like  character  which 
are  introduced  in  every  new  Congress  but  never  get  anywhere — but 
to  'let  sleeping  dogs  lie,''  and  stir  up  no  agitation-  concerning  them 
so  long  as  there  is  nothing  to  be  feared.  This  policy  was  being  pursued 
with  reference  to  the  Shej^ard  bill,  whidi  affects  particularly  the 
savings  banks.  Mr.  Harrison,  secretary,  has  been  in  consultation  with 
General  Counsel  Paton  as  representing  the  Committee  on  Federal 
Legislation,  and  both  had  reached  the  conclusion  the  bill  had  little 
chance  of  passing  and  that  the  beet  policy  would  be  to  let  it  alone 
and  stir  up  no  agitation  against  it,  unless  something  subsequent  should 
develop.  Everything  necessary  had  been  done,  therefore,  concerning  this 
bill  by  the  Committee  on  Federal  Legislation  of  the  AlBSOciation  in 
whose  exclusive  charge  the  bill  rested,  and  there  was  no  room  for 
action  or  agitation  thereon  by  any  other  committee. 

The  point  we  desire  to  emphasize  in  this  connection  for  the  good 
of  the  entire  Association  is  that  independent  action  of  this  kind  is  a 
usurpation  of  the  functions  of  the  Committee  on  Federal  Legislation, 
and  that  it  will  lead  to  confusion  and  lack  of  harmony  if  more  than 
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one  comiiiittee  is  working  at  crosi  purposes  upon  the  same  subject 
This  is  independent  action  upon  the  Sheppard  bill,  eapeciallj  without 
the  knowledge  of  the  Sayings  Bank  Section  which  would  be  most  par 
ticularly  affected  by  the  bill,  and  without  the  knowledge  of  the  Cosih 
mittee  on  Federal  Legislation  of  the  Assodaticm  whidi  had  the  bill  ii 
charge,  would  seem  an  entering  wedge  toward  independent  actios 
which,  if  not  diecked,  maj  be  followed  by  unauthorised  action  on  other 
bills  and  this. would  create  diversity  of  effort  and  weaken  the  infiueiiM 
of  the  Association  in  legislative  matters  which -is  now  powerful  beeam 
of  the  effectiTe  machinery  of  the  Committee  on  Federal  Legislation  of 
the  American  Bankers  Association. 

Amendments  were  agreed  upon  to  be  presotted  at  the  next  eonveatioa 
giving  each  Section  the  right  to  go  it  alone  in  legislative  matters  of 
special  interest  to  a  particular  Section,  in  which  event  the  Gommittet 
on  Federal  Legislation  should  keep  hands  off;  but  this  is  a  different 
proposition  from  that  of  an  independent  committee  created  by  three 
of  the  Sections  taking  on  functions  which,  under  the  Constitution,  art 
placed  in  the  exclusive  charge  of  the  Committee  on  federal  Legis- 
lation. 

The  State  Bank  Section  has  proposed  to  amend  by-law  six  of  the 
American  Bankers  Association  by  adding  thereto  the  fdUowing: 

The  Executive  Committees  of  the  Trust  Company,  Savings  Bank 
and  State  Bank  Sections  may  each  appoint  three  members  from 
their  respective  Sections  who  shall  constitute  an  Advisory  Com- 
mittee of  Nine  to  meet  in  conference  upon  legislative  matters  ci 
spedal  interest  to  said  Sections.  The  scope  and  function  of  sa^ 
Committee  of  Nine  shall  be  limited  to  advice  and  recommeBdatkm 
to  ther  respective  Sections  upon  such  matters,  and  action  upas 
matters  recommended  shall  be  subject  to  the  provisions  of  Seo- 
tion  10  of  Article  V  of  the  Constitution. 

Your  Committee  reeomm^ids  the  approval  by  the  Savings  Bank 
SectioB  of  this  proposed  amendment. 

The  records  of  the  Savings  Bank  Section  fail  to  evidence  any  lack 
of  efTeetiveness  of  the  American  Bankers  Association  in  support  of 
proposed  Federal  legislation  pertaining  to  the  interests  of  the  savings 
banks.  The  General  Counsel's  office  has  always  expeditiously,  courte- 
ously and  effectively  handled  every  request  made  upon  it  by  the 
Savings  Bank  Section. 

While  your  Committee  is  in  entire  sympathy  with  the  formation  el 
the  conference  as  described  for  the  consideration  of  Federal  kgislativs 
proposals  of  mutual  and  peculiar  interest  to  state  chartered  banking 
institutions,  nevertheless,  your  Committee  finds  it  desirable  and  ad- 
visable that  the  functions  of  the  conference  be  thoroughly  established, 
and  that  those  functions  shall  be  co-ordinated  with  the  functions  of 
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the  Federal  Legblative  Committee  of  tlie  American  Bankert  ABsoeia- 
tion.  That  care  should  be  taken  in  independently  acting  upon  legis- 
lative proposals  that  might  be  more  effectively  handled  by  the  Federal 
Legislative  Committee  of  the  Association,  and  while  of  particular  in- 
terest to  state  chartered  banking  institutions,  yet  not  adverse  to  the 
interest  of  Federal  chartered  banking  institutions. 

Your  Committee  appreciates  the  excellent  co-operation  of  all  other 
committees  of  the  Section,  as  well  as  the  help  and  advice  which  has 
always  been  forthcoming  from  the  office  of  General  Counsel  Paton. 

REPORT  OP  COMMITTEE  ON  SAVINGS 

John  J.  Pulleyn,  Chairman 

Gentlemen  of  the  Convention:  As  a  result  of  the  armistice  the  com- 
mittee on  savings  did  not  commence  its  real  activities  until  December. 
Conferences,  however,  were  held  by  members  of  the  committee  with 
war  savings  committee  representatives  on  November  6th,  7th  and  9th, 
but  the  outcome  of  these  meetings  was  nil.  The  war  savings  author- 
ities seemed  to  be  in  a  quandary  as  to  what  course  to  pursue  in  their 
naticmal  campaign.  These  conferences  were  the  result  of  an  action 
taken  by  the  eastern  members  of  the  executive  committee  which  met 
in  New  York  en  Tuesday,  October  29,  1918,  in  the  library  of  the  Asso- 
ciation, at  which  it  was  determined  not  only  to  co-operate  with  the 
war  savings  committee  at  Washington,  but  to  urge  savings  in  every 
poBsible  way  so  as  to  perpetuate  war  savings  as  peace  savings.  Sev- 
eral articles  were  issued  by  your  committee  and  printed  broadcast. 

On  January  17th  your  chairman  sent  to  the  banks,  members  of  the 
section,  a  letter  urging  the  encouragement  of  thrift  and  advocating  the 
following  practices: 

1.  Encourage  small  Liberty  Bond  owners  to  take  loans  in  case 
of  need  at  your  institution  on  their  notes  secured  by  their  Liberty 
bonds.    This,  the  law  of  your  state  permits  you  to  do. 

2.  Induce  the  borrower  to  open  a  savings  account  and  build  it  up 
to  pay  off  the  loan. 

3.  Advise  all  small  bond  owners  that  the  sure  test  of  the  value 
of  any  stock  offered  in  exchange  for  a  Liberty  Bond  is  to  ask  the 
advice  of  their  banker. 

4.  Offer  to  give  your  advice  freely  to  anyone  approached  by 
promoters. 

5.  Reach  the  workers  of  your  commimity  through  their  employ- 
ers and  urge  them  to  save  a  sure  and  fixed  amount  each  week. 

6.  Establish  school  savings  societies  in  your  community. 

Plans  covering  the  details  of  each  suggestion  were  prepared  and  of- 
fered to  the  banks.    About  200  banks  responded.    At  the  same  time  the 
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material  as  well  as  the  suggestions  received  noteworthy  publicity.  The 
editorial  comments  were  most  favorable.  The  need  for  such  a  cam- 
paign was  made  manifest  by  the  information  which  came  to  the  eooi- 
mittee  that  pawnshops  and  nefarious  loan  brokers  were  making  60  to 
70  per  cent,  loans  on  $50,  $100  or  more  Liberty  Bonds,  diarging  3 
per  oent.  per  month  interest  thereon.  Such  loans'  were  seldom  paid 
off.  Also,  great  numbers  of  speculators  were  doing  a  thriving  bniinssi 
in  the  purchase  of  partial  payment  certificates  of  Liberty  Bond  soh- 
scriptions,  paying  60  per  cent,  of  the  value  of  the  payments  alroidy 
made.  Venders  of  highly  speculative  and  worthless  stocks  were  takta^ 
tens  of  millions  of  Liberty  Bonds  from  small,  uninformed  holders  ii 
exchange  for  scraps  of  paper  promising  large  returns.  Hie  assertioa 
was  made  that  if  the  banks  could  keep  the  Liberty  Bonds  in  the  hands 
of  small  subscribers  of  the  savings  bank  depositor  type,  they  would 
receive  an  annual  interest  over  three  hundred  millions  of  dollars.  It 
was  estimated  that  in  territory  tributary  to  the  small  cities  where  sav- 
ings banks  are  located,  over  $600,000  in  Government  obligations  were  ia 
the  hands  of  new  savers  in  Liberty  Bonds  and  war  savings  stamps; 
while  in  the  territory  tributary  to  the  cities  where  larger  institutioai 
are  located  this  amount  would  readi  several  millions. 

Bvexy  occasion  was  used  in  order  to  urge  savings;  so  that  throofh 
savings  and  work  the  huge  debts  of  the  nation  as  well  as  individnsli 
would  be  liquidated.  This  thought  was  brought  to  the  attentiott  «f 
those  in  authority. 

It  is  gratifying  to  observe  how  the  principle  is  being  spread  through- 
out the  country  at  a  time  when  the  practice  of  thrift  is  so  imperathii 
At  a  meeting  of  the  Executive  Committee  held  in  New  Yoric  Jaanary 
26th,  our  committee  presented  to  the  meeting  the  following  telegraa 
from  Seeretary  of  the  Treasury  Glass: 

"Please  extend  to  the  members  of  the  Savings  Bank  SeetioB  of 
the  American  Bankers  Association  at  their  meeting  January  Sftk, 
the  appreciation  of  the  Treasury  Department  for  the  asslstawes 
whidi  they  have  rendered  the  Goffemment  during  the  Liberty 
Loans  and  War  Savings  campaigns,  and  say  that  the  Treasnry 
Department  will  welcome  the  continuance  of  their  active  co-opera- 
tion of  the  same  nature  during  nlneteen-nineteen.  Obligations  in- 
curred by  the  Government  in  order  to  win  the  war  at  the  earliest 
possible  date,  and  which  undoubtedly  helped  to  terminate  the  war 
much  sooner  than  might  otherwise  have  been  the  case,  must  be 
liquidated.  This  can  be  accomplished  only  by  levy  of  taxes  and  by 
the  savings  of  the  people  converted  into  investments  in  Government 
obligati<ms  issued  for  that  purpose.  Savings  banks  as  a  whok 
have  not  suffered  loss  of  deposits  as  a  result  of  war  financing.  On 
the  contrary,  gains  have  been  recorded  and  I  am  informed  that  the 
deposits  in  savings  banks  are  now  rapidly  increasing.    I  am  mmr 
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lldent  that  the  sayingB  banks  of  the  country  will  patriotically  assist 
in  the  great  task  of  helping  to  liquidate  the  war  bills  of  our  Qov- 
emmcfnt  and  of  encouraging  the  habit  of  thrift  amongst  the  people, 
which  in  turn  should  reflect  itself  in  larger  deposits  and  conse- 
quently increased  prosperity  for  savings  institutions." 

As  a  result  of  this  telegram  the  following  resolution  was  unan- 
imously adopted  and  telegraphed  to  Secretary  Glass: 

**Wh0rea$,  The  practice  of  consistent  saying  has  widely  in- 
ereased  as  a  result  of  the  various  GoTemment  loan  campaigna  in- 
cident to  the  war,  and 

**WhereaM,  It  is  imperatiTe  that  such  practice  continue  to  in- 
erease  in  order  to  insure  the  proper  absorption  of  future  Govern- 
meat  Victory  loans,  and  to  promote  lasting  individual  prosperity 
and  domestie  tranquility,  and 

*^herwu,  The  savings  banks  of  the  country  with  their  26,- 
600,000  depositors,  representing  the  substantial  and  thrifty  eii- 
Innry  of  the  nation,  are  in  paramount  position  to  encourage  and 
to  promote  the  habit  of  consistent  saving,  and 

"WAersot,  The  Treasury  Department  of  the  United  States  has 
launched  a  nati<m-wide  effort  to  induce  greater  thrift  throu|^  the 
■ale  of  savings  stamps  and  otherwise; 

*'B€§oUf6d,  That  the  Savings  Bank  Section,  American  Bankers 
AMoeiation,  through  its  Ezeentive  C(»nmittee,  representing  the 
eavings  interests  of  the  19,000  banks,  members  of  the  Association, 
at  a  meeting  held  in  New  York  Ci^,  January  25,  1910,  pledges  its 
huatf  support  and  earnest  co-operation  to  the  Secretary  of  the 
Tk^aniry,  Hon.  Carter  Glass,  in  the  eonduei  of  the  oountry*wide 
eampalgn  of  thrift  and  savings  inaugurated  for  1910  under  his 
direetion. 

To  this  end  the  Savings  Bank  Seetlon  will  stand  read^  at  all 
tinses  consistent  with  its  purpose,  to  req>ond  to  any  oall  made 
upon  it  by  the  Secretary  of  the  Treasury. 

The  Bzeeutive  Committee  also  gratefully  appreciates  the  senti- 
ments of  the  Hon.  Carter  Glass,  contained  in  his  telegram  trans- 
mitted through  and  submitted  by  Pierre  Jay,  Federal  Resenrs  Agent 
at  New  York. 

**fwiK0r  Ruol/09dt  That  a  copy  of  this  resolution  be  transmitted 
by  wire  to  the  Secretary  of  the  Treasury." 

Following  this  meeting  and  upon  the  approval  of  tiie  committee, 
the  Section  attempted  to  organise  a  campaign  of  savings  in  New  York 
(9ty,  and  if  such  campaign  should  succeed,  to  spread  it  throughout 
the  country.  Committees  were  appointed  by  the  groups  of  the  Savings 
Banks  Association  of  the  State  of  New  York  representing  the  five 
borough  of  the  city  of  New  York. 
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BooiojETS  TO  Ubqs  Sathtos 

Thereafter,  a  number  of  meetings  of  this  joint  committee  were  held 
in  the  office  of  the  Section.  As  a  consequenoe,  two  intensive  campaigns 
for  a  three  months'  period  each  in  New  York  City  were  tentatiyelj 
proposed.  A  plan  was  prepared  by  the  Secretary,  but  at  a  meeting  of 
the  savings  bankers  called  upon  to  raise  the  necessary  funds  for  the 
conduct  of  the  campaign,  effective  opposition  to  the  movement 
was  introduced  and  favorable  action  was  indefinitely  postponed. 
However,  the  material  prepared  for  this  campaign  in  the  form  of  book- 
lets was  offered  at  cost  to  the  members  of  the  Section.  Arrangements 
were  made  with  William  Green,  Inc.,  printers,  to  print  the  Liberty- 
Victory  Bond  bookl^  entitled  ''Victory-Liberty  Bond  Facts"  in  quan- 
tities. 

Letters  were  sent  to  the  members  of  the  Section  March  24th  and  April 
16th,  offering  them  tiiis  service.  Seventy-five  banks  responded  with 
orders  which  resulted  in  the  distribution  of  about  100,000  of  these 
booklets.  Such  service  was  much  appreciated  as  evidenced  by  letters 
received  by  the  committee. 

Another  booklet  was  offered  to  mutual  savings  bank  m^nbers  of 
the  Section,  entitled  "Saving  Money  to  Save  Tour  Job,"  being  a  story 
of  the  course  taken  by  savings  bank  funds.  This  booklet  is  becoming 
increasingly  popular.  Already  75,000  have  been  distributed.  R.  F. 
Ayers,  of  New  York,  is  the  author  of  the  book.  It  is  being  printed 
by  Gibbs  Press,  Inc.,  New  York.  No  compensation  is  being  paid  to 
Mr.  Ayers,  and  the  booklet  is  distributed  at  cost.  Hence,  the  SeetioB 
makes  no  profit  on  sales  to  the  banks.  The  cost  of  soliciting  sales  is 
absorbed  in  the  printing  costs.  Inasmuch  as  a  greater  distribution 
in  the  future  may  be  assured  through  the  Savings  Banks  Association 
of  the  State  of  New  York,  the  right  of  publication  was  transferred 
from  the  Savings  Bank  Section  to  that  Association.  It  is  expected 
that  this  booklet  will  be  utilized  in  a  school  campaign  next  fall  in  New 
York  and  New  England. 

Throughout  the  year  an  effort  has  been  made  to  aid  the  war  savings 
campaign  in  Washington.  At  the  spring  meeting  of  the  executive 
council,  American  Bankers  Association,  under  the  auspices  of  your 
committee  a  thorough  discussitMi  was  had  of  perpetuating  war  savings 
as  peace  savings.  War  savings  representatives  from  Washington  spoke 
and  there  were  several  addresses  by  men  prominent  in  the  American 
Bankers  Association;  and  while  no  action  was  taken  at  this  meeting, 
sentiment  was  well  crystallized  in  favor  of  continuing  the  campaign 
of  thHft. 

The  committee  recommended  to  the  banks  the  purchase  of  Bolton 
Hall's  book  on  "Thrift."  We  secured  from  ihe  author  the  right  to 
permit  the  banks  to  use  any  part  of  the  publication  in  their  advert 
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tUing.     Two  hundred  banks  have  been  supplied  with  copies  of  this 
book.     Another  seryice  which  was  much  appreciated. 

Thx  "Advaitoeheitt  of  Thbift  in  Amkbioa  MovmiEiiT'' 

Tour  committee  earnestly  recommends  a  campaign  throughout  the 
country  to  be  known  as  the  "Advancement  of  Thrift  in  America  Move- 
ment/' through  the  established  channels  of  the  American  Bankers 
Association,  and  requests  an  appropriation  of  one  thousand  dollars  for 
carrying  on  a  systematic  effort  throu^  the  Secretary's  office  to  urge 
the  saving  of  money  in  every  consistent  way  to  the  end  that  the  banks 
of  the  country  will  further  contribute  to  the  financial  stability  of 
the  nation. 

REPOBT  OP  COMMITTEE  ON  LIQUID  INVESTMENTS 

Samuel  H.  Bbach^  Chairmaii 

Gaitlemen  of  the  Convention:  Soon  after  the  Chicago  ccmvention  the 
following  program  of  the  activities  of  your  committee  was  prepared: 

1.  To  request  every  mutual  savings  bank  and  all  stock  savings 
banks  in  such  states  as  restrict  investment  of  savings  funds,  to 
designate  one  man  in  eadi  institution  with  whom  we  could  com- 
municate relative  to  a  campaign  to  urge  investment  of  a  certain 
proportion  of  their  funds  in  liquid  securities. 

2.  To  have  General  Counsel  Paton  draft  a  model  bill  for  sug- 
gestion to  .the  Committee  on  State  Legislation  to  various  state 
bankers  associations  for  presentation  to  their  respective  state 
legislatures. 

3.  A  definite  plan  of  publicity  through  banking  and  financial 
periodicals,  as  well  as  various  publications  of  the  Section. 

Under  date  of  November  12th  the  Chairman  of  your  committee 
wrote  the  following  letter  to  the  members  of  the  committee: 

Gentlemen:  Although  notified  some  time  ago  of  my  appoint- 
ment as  chairman  of  the  above  named  committee  I  have  deferred 
until  now  communicating  with  the  members  of  the  committee, 
awaiting  further  knowledge  of  its  functions  and  activities  which 
I  expected  to  and  did  receive  at  a  conference  called  by  President 
Lersner  at  association  headquarters  in  New  York  on  October  29th, 
a  copy  of  the  minutes  of  which  I  herewith  enclose. 

The  work  of  this  committee  during  1918  has  largely  been  formu- 
lative  and  culminated  in  a  very  interesting  discussion  at  the  annual 
meeting  in  Chicago,  led  by  retiring  Chairman  S.  Fred  Strong  as 
to  the  necessity  for  savings  banks  to  invest  a  more  adequate  pro- 
portion of  their  funds  in  short  term  securities. 
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A  printed  pamphlet,  containing  in  full  Professor  Kemmerer*! 
exhauBtive  paper  upon  the  Buhject  and  the  diBcuBsion  following  m 
well  as  much  statistical  information  shown  in  attractive  and  con- 
Tincing  form,  has  heen  mailed  to  each  member  of  the  Savings  Bank 
Section  and  I  herewith  enclose  a  copy  of  same  for  your  personal 
use  and  reference. 

It  was  decided  at  the  conference  meeting  to  change  the  name  of 
our  committee  to  Committee  on  Liquid  Investments  in  order  that 
the  name  might  cover  the  full  scope  of  the  committee's  activities 
and  hereafter  the  committee  communications  will  be  sent  out  under 
the  new  name. 

Owing  to  the  attractive  rate  of  interest  borne  by  the  govern- 
ment's certificates  of  indebtedness,  It  has  thus  far  been  difficult  to 
make  much  headway  toward  inducing  savings  banlu  to  purchase 
bankers  acceptances;  and  as  at  least  one  more  liberty  loan  is  sure 
to  be  floated  with  undoubtedly  a  forerunner  of- similar  certificates 
of  indebtedness,  the  same  condition  will  probably  obtain  for  at 
least  the  first  half  of  the  coming  year. 

But  education,  along  the  line  of,  the  form  of,  and  manner  of, 
handling  liquid  investments,  is  very  much  needed  whether  the 
savings  banks  are  able  to  alter  their  holdings  just  at  this  time 
or  not,  and  the  full  effort  of  the  members  of  our  committee  should 
be  devoted  to  giving  publicity  whenever  and  wherever  poesiUe  to 
the  actual  advantage  which  would  accrue  to  all  savings  banks  by 
a  largely  increased  holding  of  short  term  securities. 

Feeling  assured  of  the  hearty  co-operation  of  all  of  the  members 
of  the  committee,  I  am. 

Very  truly  yours, 

Samuel  H.  Bkaoh,  Ohairmat^. 

Legal  Powebs  to  Invest  in  Acceptances 

The  primary  step  in  the  direction  of  greater  liquidity  of  savingi 
bank  assets  was  the  passage  of  state  laws  permitting  savings  banks 
to  invest  in  bankers  acceptances  and  trade  acceptances  endorsed  by  a 
bank.  Most  every  state  in  the  Union  either  had  some  such  law  in 
operation  or  it  was  not  necessary  for  any  amendment  to  the  law  to  be 
made  because  of  the  loose  construction  of  the  laws  pertaining  to  sav- 
ings banks  investment. 

The  states  of  Maine,  New  Jersey,  Pennsylvania,  Minnesota,  Wis- 
consin, Iowa  and  Washington  required  permissive  legislation.  Connec- 
ticut laws  permitted  only  three  per  cent,  of  deposits  to  be  invested  in 
acceptances.  The  California  law  respecting  acceptances  seemed  inade- 
quate. After  determining  this,  the  chairman  of  your  oonunittes 
requested  General  Counsel  Paton  to  draft  a  form  of  amendment  and 
the  following  was  prepared: 
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Suggested  Amendment  to  Investment  Law  of  State  of  Maine 

NoiE:  The  matter  below  is  prepared  with  reference  to  the  law 
of  Maine  and  the  banking  institutions  designated  are  of  the  chnr- 
acter  existing  in  that  state,  namely,  "trust  and  banking  companies" 
and  national  banks.  In  each  state  in  which  the  above  is  enacted, 
the  names  of  the  banking  institutions,  whose  acceptances  or  indorse- 
ments of  acceptances  are  to  be  invested  in,  should  be  designated 
as  they  are  termed  in  the  statutes  of  the  particular  state.  For 
example,  the  New  York  statute  designates  such  institutions  as 
"bank,  national  banking  association  or  trust  company."  Further- 
more, appropriate  amendatory  language  in  each  state  should  be 
used  with  reference  to  amendment  of  the  section  or  provision  which 
authorizes  investment  of  savings  funds  in  a  specified  property  and 
securities,  preliminary  to  the  description  of  bankers  and  trade 
acceptances  as  subjects  of  investment. 

Thomas  B.  Paton,  General  Counsel 
Amerioan  Bamkere  AeBooiaUon, 

Amend  Section  27,  Chapter  52,  of  the  Revised  Statutes  of  Maine  by 
adding  at  the  end  thereof  the  following: 

Bi^th:    In  acceptances  of  the  kind  and  character  following: 

a.  Bankers  acceptances  and  bills  of  exchange  of  the  kind  and 
maturities  made  eligible  by  law  for  rediscount  with  Federal 
reserve  banks,  provided  the  same  are  accepted  by  a  bank  or  trust 
and  banking  company  incorporated  under  the  laws  of  this  state, 
or  under  the  laws  of  the  United  States  and  doing  business  in  this 
state,  or  a  member  of  the  Federal  reserve  system  wherever  located. 

b.  Bills  of  exchange  drawn  by  the  seller  on  the  purchaser  of 
goods  sold  and  accepted  by  such  purchaser  of  the  kind  and  ma- 
turities the  same  are  indorsed  by  a  trust  and  banking  company 
incorporated  under  the  laws  of  this  state  (which  is  a  member  of 
the  Federal  reserve  system)  or  by  a  national  bank  doing  business 
in  this  state. 

Not  more  than  20  per  cent,  of  the  assets  of  any  savings  bank  shall 
be  invested  in  such  acceptances.  The  aggregate  amount  of  the  liability 
of  any  trust  and  banking  company  or  of  any  national  bank  to  any 
savings  bank,  whether  as  principal  or  indorser,  for  acceptance  held  by 
such  savings  banks  and  deposits  made  with  it  shall  not  exceed  25  per 
cent,  of  the  paid  up  capital  and  surplus  of  such  trust  and  banking 
company  or  national  bank  and  not  more  than  5  per  cent,  of  the  aggre- 
gate amount  credited  to  the  depositors  of  any  savings  bank  shall  be 
invested  in  the  acceptances  of  or  with  a  national  bank  of  which  a 
trustee  of  such  savings  bank  is  a  director. 

A  letter  of  explanaticm  was  sent  to  the  representatives  of  the  sav- 
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ings  bank  section  in  those  states  which  we  thought  required  amendment 
to  their  investment  law.    The  letter  was  as  follows: 

Rome,  N.  Y.,  January,  16,  1919. 

My  Dear  Sir:  ''The  question  of  the  need  and  advisability  for 
savings  banks  to  invest  a  greater  portion  of  the  funds  eommitted 
to  their  care  in  assets  which  are  liquid  by  reason  of  ready  market- 
ability and  early  maturity,  which  was  so  ably  discussed  by 
Professor  Edwin  W.  Kemmerer  before  the  Savings  Bank  Section  at 
the  annual  meeting  of  the  American  Bankers  Association  in 
Chicago  last  September,  is  one  which  is  in  every  sense  of  the  word 
of  vital  importance  to  savings  banks  everywhere. 

"It  is  now  generally  conceded,  by  reason  of  the  widespread 
educational  discussion  of  this  matter  largely  furthered  by  the 
Savings  Bank  Section,  that  bankers'  acceptances,  as  well  as  trade 
acceptances,  endorsed  by  a  bank,  banking  association  and  trust 
company,  which  is  a  member  of  the  Federal  reserve  system,  afford 
the  very  best  form  of  such  liquid  investments  for  at  least  a  portion 
of  a  savings  bank's  assets.  Owing,  however,  to  the  fact  that  this 
form  of  investment  has  but  recently  been  available  in  any  appreci- 
able quantity  in  this  country,  there  are  many  states  which  have 
not  revised  their  laws  so  as  to  permit  savings  banks  to  take 
advantage  of  it. 

"But  even  though  it  seems  to  be  unanimously  conceded  that 
savings  banks  should  everywhere  have  the  right  and  privilege  to 
purchase  these  liquid  and  thoroughly  safe  forms  of  commercial 
paper  which  generally  bear  better  rate  of  interest  than  any  bank 
would  be  warranted  in  paying  on  daily  balances,  it  is  very  certain 
that  they  will  be  made  legal  for  savings  banks  to  buy,  only  in 
those  states  where  the  matter  is  clearly  and  intelligently  called 
to  the  attention  of  the  legislature. 

"With  the  idea,  therefore,  of  assisting  you  in  securing  from  the 
legislature  of  your  state  this  very  desirable  addition  to  the  list 
of  securities  which  a  savings  bank  may  legally  purchase,  the  com- 
mittee on  liquid  investments  has  caused  to  be  prepared,  and 
herewith  enclosed  submits  to  you  a  tentative  wording  which  if 
it  meets  with  your  approval  can  be  submitted  to  your  l^slature 
for  its  consideration. 

"We  are  also  sending  you  under  separate  cover,  a  copy  of  the 
discussion  on  the  question  of  Bankers  and  Trade  Acceptances, 
held  at  the  recent  Chicago  convention  of  the  association.  The 
address  of  Professor  Kemmerer  is  most  convincing,  and  the  argu- 
ment which  follows  excellently  supports  Professor  Kemmerer  in 
the  results  of  his  study. 

"I  am  sure  that  inasmuch  as  your  legislature  is  now  in 
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jou  will  be  able  to  succeBsfully  propose  an  amendment  to  your 
state  law  along  the  lines  of  the  suggested  form  enclosed. 
''Will  you  not  keep  me  in  touch  with  the  progress  you  make! 

"Samuel  H.  Bbaoh,  Ohairman, 
Committee,  Liquid  Investments." 

As  a  result  of  this  legislative  program  Maine,  Connecticut,  New 
Jersey,  Minnesota,  Iowa  and  Washington,  amended  the  laws  to  permit 
investment  by  savings  banks  in  acceptances.  The  Maine  statute  is  in 
accordance  with  the  suggested  form  of  bill  proposed  by  the  committee, 
except  that  the  limitation  of  the  amount  to  be  invested  is  10  per  cent, 
instead  of  20  per  cent.  New  Jersey  amended  its  law  so  as  to  permit 
one-half  of  the  available  funds  of  savings  banks,  such  available  fund 
not  to  exceed  10  per  cent,  of  the  whole  amount  of  deposits,  with  such 
bank  to  be  "temporarily  employed  in  the  purchase  of  notes,  drafts, 
bills  of  exchange,  or  acceptances,  which  have  a  maturity  at  the  time 
of  purchase  of  not  more  than  three  months,  exclusive  of  days  of  grace, 
and  which  are  of  the  kind  made  eligible  by  law  for  re-discount  with 
Federal  Reserve  Banks.  •  •  •  and  that  the  aggregate  amount  of 
the  debt  of  any  such  bank  or  trust  company  to  any  such  savings  banks 
as  endorser  and  acceptor  shall  not  exceed  10  per  cent,  of  the  paid-up 
capital  and  surplus  of  such  bank  or  trust  company."  The  statement 
made  at  ^e  time  the  bill  was  presented  to  the  New  Jersey  legislature 
sums  up  in  a  particularly  terse  way  the  purpose  of  the  amendment  in 
that  it  is  to  enable  savings  banks  to  employ  temporarily  a  limited 
portion  of  their  uninvested  funds  in  the  purchase  of  commercial  paper 
of  the  nature  eligible  for  re-discount  by  Federal  Reserve  Banks,  and 
secured  by  the  liability  as  endorser  or  acceptor  of  a  bank  or  trust 
company  in  which  the  savings  banks  are  authorized  to  deposit  funds, 
to  the  end  that  a  limited  amount  of  the  funds  of  such  savings  bank, 
in  addition  to  the  cash  on  hand  or  on  deposit,  may  be  kept  in  liquid 
and  readily  available  form  without  sacrificing  proper  interest  return 
upon  such  funds,  and  also  that  the  savings  banks  of  this  state  may 
not  suffer  in  competition  with  the  savings  banks  of  the  state  of  New 
York,  which  are  so  authorized." 

The  Washington  state  legislature  amended  the  law  in  conformity 
wiUi  the  form  suggested  by  the  committee. 

The  Iowa  legislature  designated  no  limit  for  investment  in  accept- 
ances by  savings  banks. 

Connecticut  amended  its  laws  to  permit  10  per  cent,  of  deposits 
being  invested  in  bank  acceptances  or  trade  acceptances  endorsed  by 
a  bank. 

Minnesota  substantially  followed  the  committee's  proposed  bill. 

As  a  result  of  the  year's  work  all  states  excepting  Wisconsin  and 
Pennsylvania   permit   savings   banks   to    invest   in   acceptances.     Am 
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effort  was  made  in  both  Wisconsin  and  PennsyWania  to  amend  the 
laws  but  the  bankers  of  the  states  did  not  seem  to  think  it  necessary. 

Desirability  or  Liquioitt 

W.  P.  Goodwin,  Treasurer  of  the  Peoples  Savings  Bank  of  ProTi- 
dence,  R.  I.,  in  a  letter  to  the  Chairman  of  your  committee  contributes 
an  interesting  thought  with  relation  to  liquidity. 

"One  must  not  become  obsessed  with  the  idea  of  liquidity  of  savingB 
banks,  but  the  intractability  of  an  undue  proportion  of  not  readily 
liquidable  securities  should  always  be  guarded  against.  From  my  owi 
investigations  of  the  subject,  I  am  clear  in  my  judgment  that  a  'mn* 
will  spend  itself  by  the  time  12  per  cent,  of  the  deposit  line  is  draws 
and  usually  10  per  cent,  is  the  limit.  In  our  own  experience,  the  runs 
which  we  have  met  and  taken  care  of  have  stopped  before  the  10  per 
cent,  proportion  has  been  reached.  While  we  go  largely  beyond  tkc 
requirements  to  meet  a  10  per  cent,  run,  I  do  not  think  there  is  lay 
real  need  of  it,  but  feel  that  it  is  wise  to  have  fully  one-third  of  ths 
assets  (instead  of  the  deposits)  in  closely  liquidable  form  so  as  (o 
easily  take  care  of  any  extraordinary  calls  for  cash  simply  by  refrsis- 
ing  from  discounting  paper  for  a  few  days." 

LiQUIDITT   BeTTBB   THAN    NOTIOE   OF    WITHDRAWAL 

Though  the  question  of  the  problem  of  liquid  investments  for 
savings  banks  is  a  serious  one,  it  may  be  solved  properly.  There  hu 
been  very  little  investment  during  the  year  by  savings  banks  in  accept* 
ances.  A  large  issue  of  Treasury  certificates  of  indebtedness  is 
accountable  for  this.  These  certificates  will  be  issued  l^  the  Treasury 
Department  in  considerable  quantity  for  some  time  to  come,  on  aceooit 
of  the  necessity  for  Treasury  funds  before  Federal  taxes  are  collected. 
Hence,  the  certificates  make  excellent  short  term  liquidable  invest- 
ments for  the  savings  bank.  At  the  same  time  a  certain  proportloi 
of  funds  that  would  otherwise  be  deposited  in  bank  at  a  small  rate  ef 
interest  may  be  invested  in  acceptances  at  an  increase  of  1  or  2  psr 
cent,  above  the  interest  rate  paid  for  bank  deposits.  Thus,  it  is  ad- 
mitted that  particularly  the  banker's  acceptance  is  a  splendid  present 
investment  of  the  available  funds  of  a  savings  bank. 

The  necessity  for  notice  of  withdrawal  being  placed  in  effect  in  time 
of  emergencies  may  be  questioned,  not  because  it  fails  to  curtail  de- 
positors' demands,  for  it  is  effective  in  that  respect,  but  because  it 
contributes  to  a  measurable  degree  to  a  loss  of  confidence  by  the  publie 
in  the  banks. 

Competition  for  savings  deposits,  particularly  during  the  past  few 
years,  has  become  rife,  and  since  it  is  not  the  general  practice  of 
commercial  banks  and  trust  companies  which  have  savings  departments 
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to  put  into  effect  a  notice  of  withdrawal  it  would  liardly  be  desirable 
for  Bavingt  banks  to  do  so. 

Ex-President  Hawlej  in  the  early  part  of  1018  stated: 

"Whatever  may  have  been  the  history  and  custom  of  mutual  savings 
banks  in  the  past,  in  practice  depositors  expect  savings  banks  to  pay 
on  demand,  and  bankers  plan  to  meet  such  expectations  and  hesitate 
if  they  do  not,  and  in  fact  abandon  entirely  their  right  to  require 
notice.  This  is  especially  true  in  the  West,  where  savings  deposits  are 
largely  in  savings  departments  of  commercial  banks,  or  in  oertiflcates 
•f  deposit  of  such  banks.  If,  therefore,  through  custom  or  expediency, 
it  is  thought  best  that  savings  banks  should  not  ordinarily  require 
notice  of  withdrawal,  then  it  would  be  necessary  that  they  be  in  con- 
dition to  respond  to  large  demands  whether  expected  or  coming  with- 
out expectation,  and  in  order  to  do  so  it  necessarily  follows  that  they 
must  have  assets  upon  which  they  can  quickly  realize.  I  do  not, 
however,  wish  to  be  understood  that  the  right  of  requiring  notice 
should  be  abandoned.  On  the  contrary,  there  should  be  a  general 
inclination  throughout  the  country  to  make  withdrawals,  savings  banks 
should  be  in  condition  to  require  notice  of  withdrawal,  if  it  is  thought 
best.  I  think,  however,  that  with  the  Federal  Reserve  System  in 
operation,  and  the  growing  practice  of  paying  cash  during  sporadic 
runs,  the  expedience  of  requiring  notice  will  grow  less  and  less.  It 
would,  of  course,  be  folly  for  commercial  banks  to  ever  require  such 
notice  even  when  they  reserve  the  right  in  the  passbooks,  and  because 
of  this  fact  in  the  West  and  South  at  least,  where  there  are  few 
mutual  savings  banks,  it  is  quite  likely  that  the  mutual  savings  banks, 
which  are  comparatively  few  in  number,  must  follow  the  necessary 
cust<mi  of  the  commercial  banks  and  pay  on  demand  even  when  there 
are  runs. 

"Second,  if  savings  banks  are  to  keep  sufficient  of  their  funds  in 
liquid  form  to  meet  the  necessities  of  ordinary  and  extraordinary  busi- 
ness conditions,  the  question  arises  as  to  what  course  should  be  pursued 
to  render  such  assets  readily  turned  into  cash.  There  are  two  ways: 
By  holding  assets  that  are  always  marketable  and  standard  in  prioe, 
and,  second,  by  having  obligations  that  are  maturing  immediately  or 
within  a  very  short  time.  My  own  opinion  is  that  both  policies  should 
be  pursued.  Savings  banks  should  keep  on  hand  some  securities  that 
the  officers  feel  can  always  be  sure  can  be  marketed  promptly  and 
without  great  loss.  In  some  localities  these  assets  might  consist  of 
farm  mortgages,  in  others  of  government  bonds,  public  utilities  secur- 
ities and  the  like." 

Mr.  Hawley  struck  the  keynote  of  the  entire  thought  of  your  com- 
mittee's work. 
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RBOOMlfENDATIOlf  FOB  CtoJlUIUKD  WOBK 

In  the  activities  for  the  coming  year  it  is  earnestly  recommended 
that  the  desirability  of  liquidity  of  a  certain  portion  of  sayings  bank 
assets  be  brought  prominently  before  the  savings  bankers  of  the  oom- 
try.  It  is  a  banking  principle  rather  than  a  desire  to  absorb  a  quantily 
of  a  certain  class  of  securities  that  should  be  foremost  in  our  ocmsid- 
eration  of  the  subject.  There  may  be  times  of  great  emergency  whm 
the  notice  of  withdrawal  may  be  demanded;  but  it  should  be  put  as  ftr 
away  as  possible,  and  instead  the  banks  should  be  oicouraged  alwayi 
to  have  on  hand  an  available  fund,  other  than  cash,  that  will  be  of  the 
highest  degree  of  liquidability.  Not  only  does  this  apply  to  accept- 
ances, but  to  the  maturities  of  the  securities  in  which  the  banks  art 
permitted  to  invest.  Amortization  of  mortgage  loans  in  respect  of 
greater  liquidity  is  also  of  considerable  importance. 

REPORT  OF  COMMITTEE  ON  AMERICANIZATION 

W.  S.  Webb,  Chairman 

Gentlemen  of  the  Convention:  In  the  early  part  of  the  committee's 
work  the  following  suggestions  were  made,  which  have  largely  beea 
carried  on  by  the  various  factors  of  Americanization: 

1.  Urge  amendment  of  laws  in  states  where  foreign  population 
is  a  factor,  to  eliminate  the  nefarious  private  banker  and  real  estate 
agent  who  wrongly  influence  the  immigrant  to  buy  waste  lands  and 
securities  of  an  imcertain  and  doubtful  value,  thus  giving  the  immi- 
grant an  erroneous  understanding  of  the  standards  and  ideals  of 
America. 

2.  Urge  Congress  to  legislate  to  continue  to  control  steamship 
facilities,  through  the  control  by  the  State  Department  of  the 
issuance  of  passports  for  travel  abroad  on  the  principle  of  public 
necessity,  to  the  end  that  at  least  the  more  desirable  foreigners  and 
those  simply  returning  to  their  respective  fatherlands  for  curiosity 
remain  in  the  United  States,  and  to  the  end  that  the  possible  strain 
on  the  American  labor  market  will  be  somewhat  relieved.  This  may 
be  accomplished  in  co-operation  with  the  National  Council  of  De- 
fense. 

3.  Conduct  an  educational  campaign  through  foreign  language 
newspapers  and  periodicals  and  other  avenues  of  approach  to  the 
foreign  population,  describing  the  desirability  of  the  foreigner 
remaining  in  this  country. 

President  Lersner  was  made  a  member  of  the  Inter-Racial  Council,  the 
work  of  which  is  to  urge  Americanization  of  the  foreign  bom.  Kataralty 
Bir.  Lersner  represents  that  part  of  the  work  which  relates  to  training 
the  foreign  bom  in  American  customs  and  usages  pertaining  to  the 
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lavingB  bank  boBineM.  Conferences  he  hM  had  at  meetinge  of  the 
Inter-Racial  Council  had  an  important  bearing  on  the  activitiea  of 
that  bodj. 

Vice-President  Strong  has  also  been  most  interested  in  the  question 
in  Connecticut,  and  Secretary  Harrison  has  kept  in  close  contact  with  all 
phases,  interesting  to  financial  institutions,  of  the  work  of  Americaniza- 
tion. 

Relation  of  Amebioanization  to  Savings  Bankeno 

There  have  been  many  disturbing  situations  that  have  arisen  since 
our  last  meeting  because  of  lack  of  Americanization  among  the  foreign 
bom.  There  are  33,000,000  people  in  the  United  States  either  foreign 
born  or  of  foreign  bom  parents.  Naturally  a  great  proportion  of  this 
number,  particularly  of  the  17,000,000  foreign  bom,  have  been  so  situated 
as  to  make  it  very  difficult  for  them  to  assimilate  American  standards 
and  ideals.  Many  foreigners  come  to  America  with  the  express  purpose 
of  earning  enou^  to  accumulate  a  fund  with  which  they  may  retire  on 
a  farm  in  the  old  country.  During  a  normal  year  our  foreign  bom  ex- 
port over  $400,000,000  in  savings.  The  thought  is  that  a  thousand 
dollars  here  means  nothing  to  them,  but  in  the  fatherland  it  will  pur- 
chase a  farm  on  which  they  can  spend  their  old  age  and  die  in  comfort. 
As  a  consequence  the  ordinary  foreigner,  with  such  an  object  in  mind, 
saves  his  money  but  does  not  deposit  it  in  this  country.  It  is  sent 
abroad  and  accumulates  in  foreign  banks.  This  is  because  foreigners 
do  not  understand  America.  The  ordinary  banking  institutions  will 
not  encourage  the  foreigner.  They  do  not  establish  facilities  for  his 
convenience,  nor  employ  anyone  who  knows  his  language. 

The  restriction  on  immigration  and  export  of  savings  has  emphasized 
the  average  re-migration  of  foreign  bom  and  the  normal  export  of  sav- 
ings. The  normal  accumulation,  without  considering  the  tremendous 
increase  in  wages  that  the  foreign-bom  worker  has  had  in  the  last  four 
years,  would  be  $1,600,000,000  to  be  exported,  and  1,600,000  re-migrants. 

Some  interesting  facts  in  this  respect  are  given  in  a  letter  to  the 
American  Bankers  Association  by  Chief  Investigator  Clark  of  the  De- 
partment of  Labor  of  the  State  of  New  York: 

"Gentlemen:  The  attention  of  the  State  Industrial  Commission 
has  been  directed  to  the  fact  that  immigrants  throughout  New  York 
State  and  cotmtry  are  being  victimized  by  so-called  Liberty  Loan 
swindlers  who  are  either  purchasing  these  bonds  for  a  fraction  of 
their  value  or  exchanging  them  for  utterly  worthless  securities. 
13iere  are  3,000,000  aliens  in  New  York  State.  680,000  are  unable 
to  understand  the  English  language  and  of  these  239,333  were 
drafted  into  the  army,  a  vast  number  of  whom  have  been  natural- 
ized and  own  Liberty  bonds.  These  men  were  withdrawn  from 
every  essential  industry  in  the  state.    Shall  we  permit  our  soldiers 
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to  be  swindled  out  of  their  bonds  without  making  an  effort  to  pro- 
tect them?  The  employees  of  railroads,  mines,  steel  oorporations, 
reducing  plants,  factories  and  mills  have  all  invested  in  Libertj 
bonds,  some  of  them  in  considerable  amounts.  Many  are  illiterate 
and  can  be  easily  induced  to  sign  papers  of  the  contents  of  which 
they  are  ignorant.  It  is  estimated  that  immigrants  in  this  country 
have  saved  $1,500,000,000  since  the  war  began.  Before  the  war  they 
annually  transmitted  about  $400,000,000  each  year  to  foreign  coun- 
tries. The  high  rate  of  wages  during  the  past  four  years  has  largely 
increased  their  capital,  owing  to  the  impossibility  to  transmit  money 
to  Europe.  It  is  a  common  occurrence  for  an  ordinary  immigrant 
lodging-house  keeper  to  have  $20,000  given  to  him  for  safekeeping 
overnight. 

"When  the  United  States  first  entered  the  war  these  immigrants 
withdrew  millions  of  dollars  from  banks  and  savings  institutions 
and  sacrificed  their  homes  and  property  in  a  panic  of  fear.  At  this 
time  the  Bureau  of  Industries  and  Immigration  of  the  State  In- 
dustrial Commission  organized  reassurance  mass  meetings  in  fifteen 
cities  throughout  the  state  which  were  attended  by  from  1,000  to 
3,000  aliens,  and  as  a  result  millions  of  dollars  were  restored  to 
state  and  postal  savings  banks. 

"Complaints  on  file  in  this  office  establish  beyond  doubt  that 
Liberty  bonds  have  been  exchanged  for  worthless  stocks  and  that 
$50  bonds  are  being  bought  up  for  $20.  Our  foreign-speaking  soldiers 
must  be  warned.  They  are  practically  all  in  need  of  ready  money. 
The  bond  swindler  tells  them  that  they  cannot  obtain  any  cash  on 
the  bond  before  maturity.  In  any  instance  where  a  foreign-speaking 
soldier  or  laborer  may  be  forced  by  necessity  to  sell  his  bond,  (hii 
Bureau  will  undertake  to  obtain  the  market  value  without  cost  or 
delay. 

'The  only  way  to  effectively  readi  these  hard-working  people  and 
safeguard  their  interests  is  to  address  them  in  their  own  language 
at  mass  meetings  in  alien  colonies  throughout  the  state.  Hiey  have 
confidence  in  this  state  department  and  will  accept  advice  through 
this  agency. 

"Most  of  them  are  thrifty,  but  have  had  a  long  and  unfortunate 
experience  in  their  efforts  to  invest  money  in  this  country.  They 
are  the  legitimate  prey  of  every  swindling  operation  by  which  the 
public  has  been  victimized — stock  swindlers,  real-estate  swindlers 
and  money  transmission  agents. 

"The  result  of  their  hard-earned  industrial  prosperity  should 
not  become  the  loot  of  swindlers  and  stock-scalpers.  A  notorious 
swindler  of  this  type  now  under  indictment  in  this  county  who 
specially  selects  aliens  for  victims  has  incorporated  his  fovurteenth 
company  and  is  in  a  fair  way  to  accumulate  another  block  of 
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Liberty  bonds  in  exchange  for  his  worthless  stock.  It  is  alleged 
that  this  man  recently  publicly  exhibited  one  hnndred  thousand 
dollars  worth  of  Liberty  bonds  and  boasted  of  the  ease  with  which 
he  had  acquired  them. 

''Our  foreign  population  is  reached  through  extravagantly 
worded  advertisements  in  foreign  language  newspapers,  as  well  as 
by  the  employment  of  foreign-speaking  agents  who  circularize  the 
foreign  colonies  of  the  state.  The  activities  of  these  swindlers 
can  only  be  counteracted  by  foreign-speaking  investigators  from  a 
state  department  with  which  they  are  familiar  and  in  which  they 
have  confidence;  therefore,  mass  meetings  will  be  held  in  armories, 
schools  or  theatres  in  the  following  places:  Buffalo,  Batavia, 
Niagara  Falls,  Massena,  Utica,  Rome,  Troy,  Schenectady,  Mine- 
▼ille,  New  York,  Tonkers  and  Potsdam,  beginning  on  or  about 
Wednesday,  April  0th. 

"The  co-operation  of  the  Bankers  Association  is  earnestly  solic- 
ited as  well  as  a  letter  of  endorsement. 

(Signed)     "Mabian  F.  Ctjlbk, 

*VlUef  Inveatigator:' 

There  are  bound  to  be  many  disturbing  experiences  which  we  must 
have  incident  to  world  readjustment,  but  it  is  the  part  of  the  Savings 
Bank  Section  to  keep  constant  watch  on  all  of  these  public  questions 
that  may  have  a  tendency  to  affect  the  business  of  its  members,  and 
promptly  inform  them  on  all  such  matters. 

The  readjustment  period  will  undoubtedly  bring  to  our  attention 
many  serious  problems  affecting  the  foreign  bom.  In  New  York  State 
alone,  for  example,  it  is  estimated  that  $125,000,000  a  year  is  exported 
normally  in  savings  of  our  alien  population.  Foreign  banking  insti- 
tutions have  solicitors  employed  for  collecting  these  savings  from 
immigrants.  The  foreign  banking  concerns  interested  are  generally 
representatives  of  the  government  postal  savings  banks  of  such  coun- 
tries as  Austria,  Hungary,  Germany  and  Italy. 

It  is  difficult  to  Americanize  a  foreigner  whose  financial  affiliations 
are  maintained  and  increased  in  the  fatherland.  It  is  desirable,  there- 
fore, that  the  Section  carefully  study  this  problem  and  co-operate  with 
the  established  organizations  in  particular  respect  of  increasing  the 
savings  of  immigrants  in  American  savings  institutions.  The  export 
of  savings  is  the  greatest  deterrent  force  to  the  Americanization  of 
immigrants,  and  it  is  incumbent  upon  the  bankers  of  America  to  do 
everything  possible  to  encourage  the  use  of  American  banks  by  the 
foreign  class. 

Regommrkdation 

Hence,  your  committee  recommends  continuance  of  this  committee 
and  urges  a  close  study  be  made  of  the  problem  described  in  this  report. 
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BEPORT  OP  COMMITTEE  ON  STATE  LEGISLATION 

Bayhond  B.  Fbazier,  Chairman 

The  activity  of  your  committee  during  the  past  year  has  been  con- 
fined largely  to  studies  of  questions  relating  to  the  problem  of  stabiliz- 
ing and  strengthening  state  banking  institutions  conducting  a  saTings 
business.  Also  we  have  co-operated  with  other  section  committees  where 
support  was  required,  in  order  to  have  the  recommendations  of  com- 
mittees, where  necessary,  brought  to  the  attention  of  state  legislature 
for  the  amendment  of  state  laws.  In  this  latter  aetirity  your  com- 
mittee was  instrumental  in  assisting  the  committee  on.  liquid  invest- 
ments to  place  on  the  statute  books  laws  permitting  savings  banks 
to  invest  in  acceptances.  The  committee  supplied  information  to  bank- 
ers in  various  states  during  the  year,  aiding  materially  in  promoting 
desirable  and  opposing  vicious  legislation. 

The  work  of  this  committee  is  not  to  direct  legislation  within  a  state, 
but  to  co-operate  with  state  associations.  Hence^  so  far  as  contact 
with  state  legislatures  is  concerned,  the  ctHnmittee  simply  exercises  aa 
Indirect  influence.  However,  it  is  also  the  aim  of  the  committee  to 
make  studies  of  such  questions  as  guarantee  of  deposits,  segregatMm 
of  savings  deposits  and  taxation — ^to  the  end  that  the  oommittee  may 
suggest  to  state  associations  legislation  calculated  to  encourage  soond 
savings  banking  and  generally  to  improve  the  conditions  surrounding 
the  business. 

The  unselfish  advocates  of  this  principle  presumably  are  interested 
primarily  in  the  protection  of  the  people's  savings.  Savings  funds 
are  trust  funds,  and  it  is  in  the  public  interest  that  adequate  safe- 
guards be  thrown  around  such  funds.  However,  it  is  admitted  that 
the  creation  of  a  state-administered  bankers'  guaranty  fund  to  insure 
all  classes  of  depositors  against  loss  may  properly  be  adjudged  an 
excuse  for  lax  bank  examination,  and  a  substitute  for  legal  reetrictioBs 
<m  investments  of  savings  funds.  There  is  firm  opposition  among 
strongly  managed  banking  institutions  everywhere  to  an  enforced  pro- 
gram of  blanket  protection  by  all  banks  to  the  depositors  in  banks 
which  are  poorly  managed.  The  policy  of  restricting  the  investment 
of  savings  funds  and  legally  prohibiting  the  commingling  of  suoh  funds 
with  ordinary  commercial  deposits  finds  greater  favor,  and  especially 
is  this  true  in  the  well  settled  states  of  the  Union. 

While  it  is  the  general  belief  that  guarantee  of  deposits  is  an  un- 
sound banking  principle,  nevertheless  it  finds  sincere  advocates  in 
some  of  the  sparsely  settled  and  imdeveloped  states;  but  the  en- 
forced application  of  the  system  in  such  states,  for  example,  as  those 
of  New  England,  an'd  in  New  York,  New  Jersey,  Pennsylvania,  Michi- 
gan and  California,  would  be  considered  by  the  majority  of  bankers 
as  unsound  and  unjust,  if  not  vicious. 
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BestrictiTe  inTefltment  laws  for  sayingB  funds  in  the  main  are 
diTided  into  three  parts: 

1st.    Investment  in  first  mortgage  loans  of  a  safe  proportion  of  the 

▼alue  of  the  mortgaged  property; 
2nd.  Highgrade  public  or  quasi-public  obligations;  and, 
3rd.  An  available  fund  from  20  per  cent,  to  30  per  cent,  of  assets 
VFfaich  shall  consist  of  short  term  obligations,  such  as  prime 
aceeptanoes,  commercial  paper  eligible  for  re-discount  at  a 
Federal  reserve  bank,  and  a  necessary  amount  of  cash  on  hand 
and  in  hank.  In  the  brief  classification  here  given  is  found 
a  definition  for  safe  and  sound  securities.  And  the  adoptibn  of 
a  program  like  this  recognizes  the  authority  of  the  state  in  a 
measure  to  dictate  to  hanking  institutions  a  standard  of  in- 
vestment for  the  disposition  of  what  admittedly  are  trust  funds. 

While  your  committee  does  not  wish  to  go  on  record  as  recommend- 
ing thai  the  so-called  non-mutual  savings  bank  states  adopt  uniform 
savings  bank  laws,  it  recommends,  however,  to  the  serious  consideration 
of  all  states  which  do  not  have  adequate  savings  bank  legislation,  that 
attention  be  given  to  the  subject  of  legislating  for  the  savings  depositor, 
who,  in  all  sections  of  the  country  is,  as  a  rule,  a  person  with  limited 
business  experience, — ^who  believes,  and  has  a  right  to  believe,  that 
his  savings  funds — ^the  fruit  of  his  labor  and  thrift,  has  special  pro- 
tection under  the  laws  of  the  state.  Your  committee  believes  that  such 
special  segregation  of  savings  from  commercial  deposits,  thereby  separat- 
ing capital,  assets  and  liabilities;  and  in  addition  the  enactment  of 
laws  limiting  investment  of  savings  funds  to  high  grade  securities. 

We  reccnnmend  to  bankers  in  all  states  having  inadequate  savings 
bank  laws  a  study  of  the  departmental  banking  law  of  the  state 
of  California. 

We  invite  the  attention  of  all  non-mutual  savings  bank  states  to  a 
statement  recently  made  by  John  S.  Drum,  Vice-President  of  the 
American  Bankers  Association,  in  which  he  says:  ''To  my  mind,  the 
decided  trend  of  the  times  is  to  unite  the  activities  of  credit  and 
investment  in  one  institution  and  to  do  a  trust,  savings  and  com- 
mercial bank  business.  When  this  is  done  it  seems  to  me  almost  a 
necessity  to  create  separate  departm^its,  (meaning  with  separate 
capital  and  liabilities)  for  the  transaction  of  each  class  of  business. 
Only  in  this  way  can  the  proper  safeguards  be  given.  The  law  has 
worked  very  satisfactory  in  California,  etc." 

And  to  a  statement  of  Charles  F.  Stern,  Superintendent  of  Banks 
in  CaUfomia,  made  in  July  of  this  year:  "The  result  of  this  law 
(Departmental  Bank  Act)  has  been  the  maintenance  of  absolute  in- 
tegrity of  assets  in  the  savings  department,  a  very  wide  capacity 
for  the  organization  of  credit  in  the  commercial  department,  and  the 
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indulgence  of  fiduciary  activities  in  the  trust  department  Eack 
business  segregated  as  to  capital  and  assets  and  liabilities  proceeds 
within  its  own  limitation  and  is  free  from  any  iuTasion  or  hazard 
that  might  arise  from  the  operation  of  any  other  department.  We 
have  found  the  operation  of  this  system  to  be  particularly  grateful 
in  connection  with  savings  which  are  protected  to  the  highest  degree 
by  laws  establishing  a  limited  taxation. 

The  committee  has  gathered  considerable  material  in  relation  to  the 
taxation  of  savings  deposits.  This  material  will  be  compiled,  analyzed 
and  issued  in  pamphlet  form  to  members  of  the  Section.  It  will  also 
be  printed  in  a  forthcoming  issue  of  the  Journal  of  the  Americas 
Bankers  Association. 

REPORT  OP  SPECIAL  THRIFT  COMMITTEE  FOR 
WORK  AMONG  COLORED  PEOPLE 

John  Mitchell,  Jr.,  Chairman 

Gentlemen:  The  thrift  movement  launched  by  this  section  has  been 
enthusiastically  received  bj  the  colored  people  of  this  country  and  it 
has  received  added  impetus  by  the  campaign  for  the  sale  of  Liberty  and 
Victory  bonds.  Tens  of  thousands  of  our  people  who  were  not  saving 
before  are  adding  to  their  earnings  now.  The  wave  of  patriotism  that 
swept  over  the  country  affected  more  noticeably  the  colored  people  than 
any  other  class  of  our  citizenship. 

Six  colored  banking  institutions  in  Virginia  alone  purchased  directly 
and  indirectly  a  quarter  of  million  dollars  worth  of  these  bonds.  This 
movement  was  accelerated  by  the  interest  of  the  employers,  who  offered 
all  kinds  of  inducements  for  the  colored  people  to  save  their  money 
and  purchase  these  bonds.  I  take  it  then  that  no  opportunity  to  further 
the  interests  of  the  thrift  movement  among  colored  people  was  more 
favorable  and  beneficial  than  this  nation-wide  campaign  to  help  the 
government  directly  and  to  aid  the  colored  people  indirectly. 

This  movement  cultivated  a  better  relationship,  too,  between  the 
better  class  of  colored  people  and  the  better  class  of  white  people.  One 
class  vied  with  the  other  class  in  saving  money  and  in  coming  togethtf 
in  meetings  for  the  purpose  of  aiding  a  common  cause.  The  hegira  of 
large  numbers  of  colored  people  to  northern  climes  to  supply  the  steady 
stream  of  foreigners  who  had  been  called  home  to  Europe  affected  the 
South  to  a  great  extent,  but  the  North  to  a  greater  extent. 

Those  of  us  who  reside  in  the  South  realized,  though,  that  it  improved 
conditions  for  those  who  remained  behind.  White  people  who  were 
friendly  before  became  more  friendly  afterwards  and  white  people  who 
had  been  imfriendly  became  more  friendly  when  they  saw  some  of  their 
best  colored  citizens  leaving  the  section  in  which  they  had  lived  during 
a  life-time.    However,  there  were  some  good  features  about  this  move- 
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ment,  in  that  many  of  the  Bhiftless,  good-for-nothing  loafing,  crap-Bhoot- 
ing  elements  left  too. 

To  one  class,  m^ny  of  ns  stood  on  our  door-steps  with  handkerchiefs 
to  our  eyes;  to  this  other  class,  we  stood  in  the  same  place,  hoping 
that  they  would  never  return.  I  take  it  that  the  recent  periods  of 
unrest  in  many  portions  of  the  North  and  a  few  places  in  the  South 
that  have  crystallized  themselves  into  so-called  race-riots  have  heen  due 
to  the  jealousy  brought  about  by  the  influx  of  the  industrious  classes, 
whose  progress  is  known  to  all  men. 

The  lower  white  elements,  who  had  seen  service  abroad,  did  not  like 
thia  closer  relationship  between  the  better  class  of  white  people  and 
the  better  class  of  colored  people  and  sought  by  these  sporadic  outbursts 
to  break  the  welding  of  friendship  by  this  unseemly  appeal  to  race 
prejudice.  It  did  not  succeed  and  it  will  not  succeed.  A  southern  white 
man,  as  a  rule,  has  more  patience  and  is  more  charitable  in  dealing  with 
an  erring  black  man  than  are  the  people  of  this  black  man's  race.  Both 
the  white  and  the  colored  people  are  determined  that  the  friendship 
brought  about  by  the  war  shall  not  be  dissipated  by  the  riots  that  may 
take  place  between  the  worthless  class  of  both  races. 

The  interest  of  the  southern  white  people  in  the  colored  people  is  as 
wide  as  the  world  and  as  deep  as  the  sea.  They  are  helping  with  their 
money  and  their  advice  many  movements  now  for  the  elevation  and 
happiness  of  the  colored  people  and  these  colored  people  are  reciprocating 
this  feeling.  I  have  recently  visited  New  York,  New  Jersey  and  Penn- 
sylvania and  observed  conditions  there.  Many  of  my  old  friends  are 
among  the  number  housed  in  these  northern  climes,  but  they  are  all 
looking  forward  to  the  time  when  they  can  make  enough  money  and 
come  back  home. 

Many  people,  including  some  colored  people,  have  been  under  the 
impression  that  loafing  was  a  natural  trait  of  the  colored  citizen.  Bul- 
letin No.  129,  issued  by  the  U.  S.  Census  Bureau,  shows  that  the  total 
acreage  operated  by  colored  people  in  1010  was  (42,270,610)  forty-two 
million,  two  hundred  and  seventy-nine  thousand,  five  hundred  and  ten 
acres,  and  the  total  value  of  the  farms  operated  by  colored  people  was 
($1,141,702,626)  one  billion,  one  hundred  and  forty-one  million,  seven 
hundred  and  ninety-two  thousand,  five  hundred  and  twenty-six  dollars. 

The  white  people  of  the  Southland  taught  colored  people  how  to  work 
and  it  is  evident  from*  these  figures  that  they  have  not  forgotten  the 
lesson.  Out  of  (3,178,554)  three  million,  one  hundred  and  seventy- 
eight  thousand,  five  hundred  and  fifty-four  colored  males  over  ten  years 
of  age: 

30.0  per  cent.  Were  farm  laborers. 

25.1  per  cent,  were  farmers. 

6.2  per  cent,  were  laborers  on  buildings  and  in  trades. 
1.6  per  cent,  were  porters  in  stores. 
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1.2  per  cent,  were  helpers  in  storea. 

1.1  per  cent,  were  waiters. 

1.1  per  eent.  were  cooks. 

0.6  per  cent,  were  retail  dealers. 

0.5  were  preachers. 

Out  of  (2,013,981)  two  million  and  thirteen  thousand,  nine  hundred 
and  eighty-one  females: 
48.1  per  cent,  were  farm  laborers. 
17.9  per  cent,  were  wash-women. 
10.9  per  cent,  were  cooks. 
1.1  per  cent  were  school  teachers. 

It  will  be  observed  that  we  are  a  laboring  class  of  people,  who  have 
devoted  very  little  of  our  time  to  commercialism  and  some  of  our  time 
io  the  thrift  habit. 

The  white  South  has  been  charged  with  condemning  ns  to  illiteracy, 
bnt  statistics  tend  to  show  that  it  is  not  altogether  guilty.  Of  (7,317,- 
922)  seven  million,  three  hundred  and  seventeen  thousand,  nine  hundred 
and  twenty-two  colored  people  ten  years  of  age  and  over,  only  30.4  per 
cent,  were  illiterate. 

The  colored  people  of  Virginia,  the  state  from  which  I  hail,  according 
to  the  report  of  the  Auditor  of  Accounts  for  1918,  owned  (1,765,961)  one 
million,  seven  hundred  and  fifty-five  thousand,  nine  hundred  and  six^- 
one  acres  of  land,  valued  at  ($11,091,524)  eleven  million  and  ninety 
one  thousand,  five  hundred  and  twenty-four  dollars.  The  assessed 
value  of  their  property,  botii  real  and  personal,  was  ($44,679,733)  forty- 
four  million,  five  hundred  and  seventy-nine  thousand,  seven  hundred 
and  thirty-three  dollars. 

It  seems,  then,  that  the  American  Bankers  Association,  or  rather 
the  Savings  Bank  Section,  showed  rare  judgment  in  launching  a  move- 
ment for  the  advancement  of  thrift  among  colored  people.  In  passing, 
it  may  be  well  to  state  that  I  feel  keenly  the  retirement  from  the 
secretaryship  of  the  very  able  official,  who  has  done  so  much  to  promote 
the  success  of  the  Section.  Save  for  the  fact  that  an  able  successor  has 
been  named,  it  would  be  in  the  nature  of  a  calamity.  I  hope  that  a  pUa 
will  be  devised  whereby  the  approximate  amounts  of  money  now  on 
deposit  in  the  banks  of  the  country  to  the  credit  of  colored  depositors 
may  be  ascertained,  and  which  amount,  when  combined  with  the  suma  in 
the  keeping  of  the  few  colored  banking  institutions,  may  give  a  true  in- 
sight into  the  amount  of  the  savings  of  this  truly  happy,  but  nemar)^ 
able  people. 
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PROCEEDINGS  OP  THE  THIRTEENTH  ANNUAL 
MEETING 

CLEARING  HOUSE  SECTION 

AMERICAN  BANKERS  ASSOCIATION 

At  St.  Louis,  Mo. 

Tuesday   and   Wednesday,   September   Thirtieth   and    October 
First,  Nineteen  Hundred  and  Nineteen 

The  thirteenth  annual  meeting  of  the  Clearing  House  Section 
was  held  in  St.  Louis,  Mo.,  September  30  and  October  1,  1919. 
The  first  session  was  caUed  to  order  at  the  Planters  Hotel  at 
2  o'clock  p.  M.,  Tuesday,  President  Thomas  B.  Mc Adams,  of 
Richmond,  presiding. 

The  President's  annual  address  was  delivered  by  Mr.  Mc- 
Adams  as  follows : 

ADDRESS  OF  THE  PRESIDENT 
Thomas  B.  McAoams 

At  the  spring  meeting  of  the  Executive  Committee  of  your  Section 
at  White  Sulphur  Springs  in  May,  your  President,  Mr.  Stoddard  Jess, 
who  because  of  public  services  and  other  demands  upon  his  time,  found 
it  impossible  to  give  the  necessary  attention  to  the  Section's  affairs, 
tendered  his  resignation,  which  was  accepted  with  regret. 

Your  Vice-President  was  advanced  to  the  Presidency,  Mr.  Raymond 
F.  McNally,  Chairman  of  the  Executive  Committee,  was  elected  Vioe- 
President  and  Mr.  A.  A.  Crane,  who  had  seen  four  years'  service  on 
the  Executive  Committee  was  selected  as  its  Chairman. 

In  December  the  Section  suffered  a  severe  loss  through  the  resigna- 
tion of  Mr.  Jerome  Thralls,  who  for  several  years  had  served  so  efficient- 
ly as  Secretary  of  the  Clearing  House  and  National  Bank  Sections. 
Mr.  Thralls  resigned  in  order  to  accept  the  secretaryship  of  the  Dis- 
count Corporation  of  New  York.    Through  the  presentation  of  a  token 
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of  our  appreciation  and  the  adoption  of  proper  resolutions^  the  services 
of  Mr.  lliralls  to  the  Section  were  recognized;  and,  in  addition,  he 
was  elected  a  member  of  the  Executive  Committee  to  fill  the  vacancy 
caused  by  the  resignation  of  Mr.  Jess. 

Our  Section  of  the  American  Bankers  Association  is  not  simply  a 
department  for  clearing  houses,  but  in  itself  is  a  clearing  house  for 
the  exchange  and  development  of  banking  ideas,  the  improvement 
of  banking  customs  and  the  strengthening  of  banking  policies.  Com- 
prising in  our  membership  banks  organized  under  state  laws,  as  well 
of  national  institutions,  trust  companies,  savings  banks,  those  whi<^ 
are  members  of  the  Federal  reserve  system,  as  well  as  those  which  are 
not,  an  unusual  opportunity  is  afforded  us  to  study  and  assimilate 
the  best  that  is  in  each  system  and  work  toward  a  further  co-ordination 
of  the  banking  systems  of  the  country. 

This  result  will  not  necessarily  be  attained  by  all  banks  being  or- 
ganized and  conducted  under  one  set  of  laws,  but,  through  a  careful 
analysis  of  existing  statutes,  much  can  be  accomplished  to  the  end 
of  having  the  best  of  the  provisions  incorporated  in  the  banking  laws 
of  the  various  states  and  the  National  Crovemment;  at  the  same  time 
eliminating  those  practices  which  are  not  economically  sound  and 
which  tend  to  discredit  the  banking  systems  of  the  country. 

In  considering  how  clearing  houses  may  render  the  maximum  of 
service,  a  careful  study  of  the  various  rules,  which  have  been  adopted 
for  the  guidance  of  member  institutions  and  the  public  at  large,  is 
necessary,  and  it  is  interesting  to  note  how  many  fundamental  differ- 
ences exist  between  regulations  adopted  for  the  same  protective  pur- 
poses by  the  clearing  houses  of  the  various  centres.  Many  excellent 
provisions  in  force  in  some  cities,  whose  efScacy  and  real  value  have 
been  well  proven,  have,  because  of  negligence,  lack  of  information  or 
the  peculiarity  of  local  conditions,  never  been  adopted  by  others  who 
could  use  them  to  great  advantage. 

At  this  convention  there  will  be  presented  to  you  an  analysis,  con- 
trasting the  rules  of  some  of  the  principal  cities,  and  we  hope  this 
will  form  the  ground  work  of  an  effort  on  the  part  of  our  Section  to 
bring  about  a  freer  exchange  of  views  between  the  several  clearing 
houses  and  more  uniformity  in  our  adopted  regulations. 

While  checks  on  about  60  per  cent,  of  the  non-member  institutions 
are  collectible  at  par  through  the  Federal  reserve  system,  provision 
must  still  be  made  by  the  clearing  house  banks  for  collecting  the 
other  items,  exchange  on  which  varies  from  60  cents  to  $2.50  per 
$1,000. 

Unquestionably  the  best  method,  so  far  devised  for  handling  this 
enormous  volume  of  non-par  items  is  the  country  clearing  house,  and 
in  your  hands  today  is  the  report  of  a  special  committee  which  has 
made  a  most  careful  study  of  the  subject.     They  present  for  your 
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oonsideration  definite  figures  showing  how,  through  this  diaracier 
of  co-operation,  exchange  charges  have  heen  reduced,  and  this  reducti<m 
from  a  dollar  and  cents  standpoint  has  been  real,  not  nominal.  Mini- 
mum charges  on  small  items  have  been  eliminated,  postage  saved,  over- 
head charges  decreased  and  transit  time  reduced  to  a  minimum. 

All  of  this,  too,  has  be^  accomplished  without  antagonizing  the 
country  banker,  who,  as  his  experience  with  the  system  has  increased, 
has  readily  realized  that  it  is  in  the  interest  of  efficiency  and  results 
in  the  saving  of  time  and  expense,  with  a  corresponding  reduction 
in  the  risk  involved. 

There  should  be  at  least  one  country  clearing  house  in  each  Federal 
reserve  district,  and  there  perhaps  should  be  one  in  every  city  where 
there  is  a  branch  of  a  Federal  reserve  bank  and  where  the  Federal 
reserve  bank  does  not  collect  items  on  all  points  in  the  district.  So 
far,  these  clearing  houses  have  been  organized  to  handle  only  a  lim- 
ited territory,  but  through  the  establishment  of  them  in  every  section 
of  the  country,  it  should  be  quite  easy  to  arrange  for  an  exchange 
of  items  between  them  on  a  cost  plus  transit  time  basis,  which  would  re- 
sult in  the  elimination  of  millions  of  dollars  of  reciprocal  balances  now 
maintained  imnecessarily  in  order  to  provide  for  the  collection  of 
these  items  and  the  releasing  of  this  money  for  loaning  purposes, 
with  a  consequent  increase  in  earnings. 

The  eetaUishment  of  such  an  institution  in  your  city,  therefore, 
should  not  only  bring  you  the  local  benefits  outlined  in  .the  committee's 
report,  but  we  hope  will  enable  your  city  to  also  become  a  link  in  the 
diain,  the  formation  of  which  will  help  solve  the  collection  problem 
of  the  coimtry  at  large,  insofar  as  it  has  to  do  with  items  not  collectible 
through  the  Federal  reserve  system. 

In  discussing  the  exchange  question,  it  might  also  be  well  to  mention 
that  hundreds  of  the  smaller  member  and  non-member  banks,  items 
on  which  are  now  being  collected  at  par  through  the  Federal  reserve 
system,  are  greatly  dissatisfied  with  the  rulings  of  the  Federal  Reserve 
Board  on  this  subject  and  the  advisability  of  instituting  legal  pro- 
oeedings  for  the  purpose  of  having  the  language  of  the  existing  statutes 
jndiciaUy  interpreted  is  being  seriously  considered. 

It  has  also  been  claimed  by  some  that  it  is  manifestly  unfair  for 
reserve  city  banks  to  charge  their  customers  exchange  and  make  a 
profit  on  these  items  which  are  collectible  at  par  through  the  Federal 
reserve  syst^n  and  for  which  the  paying  banks  are  forced  to  remit 
at  par.  It  is  felt  that  under  these  conditions  the  depositor  of  the 
remitting  institution  should  receive  the  benefit  of  having  his  checks 
pass  at  par,  and  there  is  a  decided  possibility  that  our  clearing 
house  institutions  will  in  the  near  future  be  confronted  by  the  question 
whether  their  charges  on  such  items  shall  be  limited  to  an  amount 
which  will  exactly  cover  the  transit  time,  no  other  exchange  or  service 
charges  being  permitted. 
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One  argument  advanced,  justifying  the  position  of  the  depository 
bank,  is  that  in  order  to  give  the  depositor  this  collection  and  other 
services  obtained  through  the  Federal  reserve  banks,  large  balances, 
earning  no  interest,  must  be  maintained  with  those  institutions,  and 
it  is  therefore  entirely  in  order  to  agree  with  the  depositor  upon  a 
reasonable  schedule  of  charges.  At  any  cate,  it  would  seem  well  for 
us  to  familiarize  ourselves  with  this  question  so  we  may  be  prepared 
to  act  intelligently  when  it  is  presented  to  us  for  decision. 

During  the  year  our  special  committee  charged  with  the  oompilation 
and  introduction  of  a  form  to  be  used  by  houses  selling  their  paper 
in  the  open  market,  completed  the  preparation  of  the  form,  appointed 
representatives  in  the  principal  paper  buying  centres  in  an  effort 
to  interest  bankers  generally  in  the  movement  and  held  several  con- 
ferences with  leading  note  brokers  urging  upon  them  the  adoption 
of  the  form  for  general  use. 

Some  confusion  has  arisen  through  bankers  erroneously  thinking 
this  form  was  prepared  to  take  the  place  of  those  recommended  by  tlie 
Federal  Reserve  Board  and  the  American  Bankers  Association  for  the 
use  of  banks  in  dealing  with  their  own  cust(»ners.  The  form  in  qnee- 
tion,  however,  was  designed  solely  for  use  in  connection  with  open 
market  operations;  it  being  felt  that  a  bank  in  Chicago,  buying 
the  paper  of  a  house  in  Louisiana  or  California,  is  entitled  to  at  least 
a  reasonable  portion  of  the  information  it  requires  from  its  own 
customers,  with  whose  affairs  it  keeps  in  constant  touch.  To  ask  a 
bank  to  buy  paper  based  solely  upon  a  balance  sheet,  with  no  informa- 
tion as  to  earnings,  volume  of  business,  indirect  liabilities,  hypothecated 
asseto,  eto.,  is  unreasonable  and  opens  the  way  to  irresponsible  houses 
supplying  themselves,  from  uninformed  institutions,  with  working 
capital,  which  could  not  be  obtained  from  their  local  banks. 

So  far,  apparently  because  of  fear  of  competition,  the  brokers,  as 
individual  firms,  have  not  been  vrilling  to  agree  to  require  their  clients 
to  use  this  form,  although  the  leaders  among  them  admit  it  is  a  step 
in  the  right  direction  and  that  the  paper  buying  bank  is  entitled  to 
more  information  than  is  furnished  by  the  usual  balance  sheet.  With 
paper  buying  institutions  scattered  all  over  the  country,  it  has  also 
been  very  hard  to  work  out  a  plan  by  which  concentrated  action 
could  be  obtained  and  paper  which  does  not  give  this  information 
discriminated  against  in  favor  of  those  names  about  which  the  desired 
facte  are  obteinable. 

The  situation  is  by  no  means  a  hopeless  one,  however,  and  during 
the  last  few  weeks  a  plan,  the  details  of  which  cannot  be  announced 
at  this  time,  has  been  formulated,  which,  there  is  every  reason  to 
feel,  will  satisfactorily  solve  the  probl^n  and  put  greater  saf^ruards 
around  investmente  of  this  character;  which  protection  will  be  needed, 
especially  during  the  readjustment  of  business  and  credit  which  most 
come  sooner  or  later. 
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JuBt  what  form  this  readjustment  will  assume,  or  when  it  will 
come,  no  one  can  tell,  but  our  ability  to  successfully  handle  the  prob- 
lems which  will  then  confront  us  will  depend  largely  upon  the  fore- 
sight, the  energy  and  the  fearlessness  we  show  at  this  time  in  adjusting 
the  eadsting  foreign  exchange  situation  and  in  solving  our  problems 
of  domestic  unrest. 

Even  could  our  foreign  friends  spare  the  gold  at  this  time,  we 
would  not  wish  them  to  adjust  the  exchanges  by  sending  it  to  us, 
as  the  importation  of  gold  would  necessarily  result  in  a  further 
inflation  of  credit,  increasing  materially  our  living  problems  by  fur- 
ther decreasing  the  value  of  gold  in  exchange  for  labor  and  commo- 
dities. 

With  the  purchasing  power  of  gold  reduced  one-half  in  this  country, 
it  seems  illogical  that  the  French,  in  addition  to  paying  this  premium 
for  goods  purchased,  can  afford  to  send  eight  francs  to  America  instead 
of  ^Te  to  buy  a  dollar's  worth  of  goods,  while  the  English  face  the 
same,  though  slightly  modified  situation,  when  it  takes  approximately 
five  shillings  in  London  to  buy  a  one  dollar  draft  on  New  York, 
where  only  four  were  formerly  needed.  While,  regardless  of  price 
and  difference  in  exchange  it  may  be  necessary  for  them  to  buy  our 
foodstuffs  and  materials  now,  once  their  production  begins  to  ap- 
proach the  normal,  their  purchase  of  manufactured  articles  will  de- 
crease materially  and  the  American  merchant,  at  the  same  time,  will 
find  it  cheaper  to  purchase  abroad  than  at  home. 

With  our  present  relatively  low  tariff  rates,  we  therefore  face  the 
possibility  of  having  our  markets  flooded  with  foreign  made  goods, 
and  should  this  actually  take  place  it  would  naturally  be  followed  l^  a 
reduction  in  the  cost  of  living,  an  increase  in  the  purchasing  power  of 
the  dollar  through  the  decrease  of  our  outstanding  circulation  and  an 
adjustment  of  exchange,  an  over-supply  of  labor  and  material  and  a 
corresponding  necessity  for  reducing  the  operating  costs  of  producing, 
transportation   and   distributing  organizations. 

It  is  unnecessary  to  dwell  in  detail  upon  the  complicated  problems 
involved,  but  simply  to  emphasize  how  much  really  depends  upon  a 
sane  solution  of  these  vital  problems.  Suffice  it  to  say,  foreign  ex- 
change is  no  longer  a  question  for  the  consideration  of  the  bankers 
of  the  larger  cities  alone,  but  it  challenges  the  attention  and  careful 
study  of  the  banker  in  every  part  of  the  country,  especially  those  of 
the  clearing  house  cities  which  serve  large  industrial  and  agricultural 
sections. 

A  year  ago  at  Chicago,  as  we  awaited  news  of  the  campaign  in  the 
Argonne,  which  had  begun  but  a  few  days  before  and  in  the  success 
of  which  our  American  boys  were  destined  to  play  such  a  brilliant 
part,  we  faced  the  future  with  grim  determination  and  absolute  con- 
fidence as  to  the  ultimate  outcome,  strong  in  our  belief  in  the  invinci- 
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bility  of  those  troops,  which  two  weeks  before  had  in  twenty-foiir 
hours  eliminated  the  powerful  St.  Mihiel  salient  which  had  protruded 
threateningly  into  the  lines  of  the  French  for  over  three  years.  Con- 
fident as  we  were,  however,  who  amongst  us  would  have  been  so 
bold  as  to  predict  that  within  six  weeks  from  that  time  the  Germai 
hordes  would  be  beaten  to  their  knees,  Sedan  would  fall  before  an 
onslaught  of  American  valor  and  American  spirit,  an  armistice  would 
be  plead  for  and  granted,  and  the  slaughter,  which  had  begun  over  four 
years  before,  terminated  forever? — ^let  us  hope. 

A  few  days  more  and,  without  shedding  another  drop  of  AmericiB 
blood,  the  dream  of  our  people  was  realized,  American  troops  were  st 
the  bridge  heads  of  the  Rhine  and  Old  Glory  flew  majestically  over 
the  grim  fortress  of  Ehrenbreitstein,  a  tribute  alike  to  the  patient, 
perseverent  bravery  of  our  Allies  through  so  many  months  of  trial 
and  the  brilliant,  care-free,  hard-hitting  fighting  qualities  of  America's 
young  manhood,  which  furnished  the  climax  to  this  most  terrible  of 
the  destructive  struggles  of  the  ages. 

These  results  were  not  achieved  without  much  effort,  some  tears 
and  many  real  sacrifices,  but  the  result  of  our  efforts  was  worth  all 
it  cost,  and  were  it  necessary,  in  order  to  better  prepare  America 
for  a  solution  of  the  problems  of  the  immediate  future,  we  would 
readily  have  given  more,  sacrificed  more  and  suffered  more. 

The  war  brought  together  the  various  elements  and  classes  of  onr 
heterogeneous  citizenship  as  nothing  else  has  ever  done;  patriotim 
was  alive  in  places  where,  before  1916  it  was  an  unknown  w<Mrd;  indi- 
viduals who  had  been  leading  lives  of  ease  and  luxury  made  their 
first  real  effort  to  serve  others;  love  of  country  was  bom  in  the  boyish 
breasts  of  those  who  had  been  classed  as  street  loafers  and  outcasti 
before  the  conflict  began;  the  quiet  unassuming  lad  became  a  real 
leader  of  men;  the  untamed  mountaineer  and  the  headstrong  youth 
of  the  cities  each  yielded  readily  to  his  first  experience  with  discipline; 
while  with  brave  hearts  and  a  cheerful  smile  the  womanh<KMl  of 
America  bade  Godspeed  to  the  boys  they  never  expected  to  see  again. 
Selfishness  for  the  moment  seemed  put  aside.  While  some  flagrant 
instances  of  taking  advantage  of  the  necessities  of  the  nation  for 
individual  profit  were  evident  on  the  part  of  both  labor  and  capital, 
as  a  whole,  the  people  gave,  served  and  prayed  as  they  never  had 
before.  Almost  miraculously  the  war  developed  the  latent  powers  of 
America,  and  when  put  to  the  test  her  ability  to  initiate,  to  organiaeb 
to  produce,  to  finance,  to  succeed  evoked  the  wonder  and  admiration  of 
the  whole  world.    Her  spirit  proved  itself  imconquerable. 

This,  in  my  judgment,  is  the  answer  to  those  who  are  today  ciying 
that  America  will  be  exploited  by  the  leaders  of  those  elements  who 
would  substitute  license  for  liberty  and  the  power  of  the  mob  for  the 
rule  of  justice.    The  surging  tide  of  unrest  which  had  its  birth  in  the 
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reaction  following  the  collapse  of  the  tyrannical,  imperialiBtio  regime 
in  RuBsia  will  never  destroy  the  free  institutiiMis  of  this  ooimtry. 
(Applause). 

Unqueetionably  the  situation  needs  careful  and  intelligent  handling, 
bat  once  let  the  now  well  trained  manhood  and  womanhood  of  the 
nation  realize  that  any  class  or  group  of  dissatisfied  organizationB  has 
determined  to  rule  or  ruin  and  they  will  soimd  those  same  defiant 
notes  of  a  liberty  loving  people  that  were  hurled  at  those  other 
enemies  of  freedom  at  the  Mame  and  upon  the  Meuse. 

Since  the  early  days  of  civilization  man  has  made  laws  for  the 
protection  of  the  weak  against  the  oppression  of  the  strong.  Because 
of  their  taking  advantage  of  a  temporary  control  of  a  situation  to 
demand  life  and  property  not  their  own,  the  highwayman  and  the 
pirate  have  always  been  looked  upon  as  the  enemies  of  society.  Only 
too  recently  have  we  sacrificed  the  lives  of  American  boys  for  the 
purpose  of  teaching  a  brutal  nation  she  could  not  over-run  a  weaker 
people  at  the  point  of  the  sword,  to  make  it  necessary  to  dwell  upon 
this  point  Yet  we  see  in  this  country  street-comer  orators  advocating 
that  the  masses  through  mere  force  of  numbers  should  tear  down  the 
institutions  it  has  taken  America  centuries  to  erect;  that  property 
ownership  is  a  crime  so  long  as  it  belongs  to  its  present  owners  and 
that  law  18  to  be  despised  when  it  conflicts  with  the  desires,  ambitions 
and  the  passions  of  the  lawless. 

One  may  have  sympathy  for  organized  labor  as  such  and  for  the 
thousands  of  patriotic  citizens  among  its  membership,  who  are  working 
conscientiously  in  order  to  improve  working  conditions  and  to  adjust 
wages  upon  a  basis  fair  alike  to  the  employer  and  employe,  and  yet 
must  oondenm  some  of  the  other  individual  members  of  these  <»'ganka- 
tions  who  have  let  their  enthusiasm  for  a  cause  make  them  advocate 
policies  unreasonable,  unsound  and  unfair. 

Under  the  leadership  of  men  who,  in  their  enthusiasm  for  correcting 
one  wrong,  have  permitted  themselves  to  become  radical  to  the  point 
of  being  dangerous,  many  otherwise  loyal,  splendid  citizens  have  been 
carried  along  and  become  parties  to  movements  in  behalf  of  a  class 
as  opposed  to  the  state  at  large,  of  which  policies  they,  as  individuals, 
would  never  approve. 

Men  have  threatened  to  let  their  neighbors  suffer  from  the  cold, 
to  permit  innocent  American  mothers  and  their  babes  to  starve  as  a 
result  of  the  cessation  or  blocking  of  transportation,  if  by  no  other 
means  they  could  secure  more  pay  and  less  work.  Even  though  they 
could  demonstrate  their  demands  were  entirely  reasonable,  they  can 
hardty*  justify  their  trying  to  obtain  them  throu^^  the  threat  of 
bringing  suffering  to  innocent  thousands. 

The  question  for  ub  to  consider  seriouflly  at  this  time  it  whether 
these   demands,   made   in   the   name   of   organized  labor,   are   really 
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prompted  by  a  sincere  desire  to  improve  the  conditions  of  the  work- 
ing man  or  if  they  are  inspired  by  unscrupulous  and  socialistic  agitators, 
who,  in  the  guise  of  labor  leaders,  really  desire  to  see  working  otmdi- 
tions  unsettled,  and  through  a  decrease  in  production  and  a  heavy 
increase  in  the  cost  of  manufactured  articles,  make  the  cost  of  living 
BO  high  that  we  will  face  the  possibility  of  a  social  revoluti<m,  unoer 
which  they  and  those  they  represent  would  hope  to  get  control  of 
our  industries  and  even  the  government  itself. 

The  attempt  to  organize  the  policemen  of  Boston  in  such  way  that 
they  would  be  affiliated  with  a  particular  class  of  the  communis, 
rather  than  serving  as  the  impartial  protectors  of  the  life  and  property 
of  every  class  of  citisen,  brou^t  forth  a  just  rebuke  from  the  Qoversor 
of  Massachusetts  and  the  President  of  the  United  States, 

Just  how  far  are  we  justified  in  classifying  these  radical  state^ 
meats  and  movements  as  having  the  personal  approval  of  the  indi- 
vidual member  of  organized  labor?  Just  how  far,  for  instance,  are 
the  advocates  of  the  Plumb  plan  for  the  eontrol  of  the  transportattea 
litems  of  the  country  justified  in  their  claim  that  it  has  the  backing 
of  organised  labor,  when  it  is  unreas<mable  to  presume  that  one-tenth 
of  the  members  have  ever  read  the  plan  or  have  any  idea  aa  to  its 
principal  provisions. 

Organiaed  labor  must  not  look  upon  opposition  to  radicali—  of 
this  kind  aa  an  attack  upon  the  fundamental  purposes  of  thair  or- 
ganizatioB,  but  rather  as  a  protest  against  any  plan  which  attanpts 
to  deprive  persona  of  their  property  ¥dthout  their  consent  one  eaaaot 
believe  that  the  conservative,  thoughtful  majority  of  red-blooded 
American  wcwkingmen  will,  after  it  is  explained  to  them,  apptoie  of 
any  plan,  Plumb,  prune  or  lemon  (lan^ter),  whieh  is  based  upon 
confiscation. 

We  may  agree  fully  with  Lloyd  George  when  he  says,  "Thare  is 
something  wrong  with  a  world  where  toll  for  the  myriads  of  honost 
workingmen  and  women  purchases  nothing  better  than  squalor,  panmj, 
anxiety  and  wretchedness,"  and  again,  that  "it  should  be  the  aabUnis 
duty  of  all,  without  thought  of  partisanship,  to  help  in  the  bnildfaig 
up  of  a  new  world  where  labor  shall  have  its  reward  and  indoleaos 
shall  suffer  want";  yet,  in  any  readjustment  on  a  baaia  of  labor 
aa  contrasted  with  idleness,  it  must  not  be  presumed  that  the  omif 
labor  entitled  to  recognitiim  is  the  labor  of  one's  hands.  Payment 
for  brute  strength  al<me  results  in  a  mule's  being  entitled  to  mote 
pay  than  a  man.  In  providing  fair  compensation,  all  labor  most 
not  be  put  upon  the  same  basis,  but  its  value  should  be  determined  by 
its  effieien<7,- the  character  and  amount  of  work  aooompUdied  and  the 
contribution  made  thereby  to  the  needs  of  mankind.  Initiative  mast 
be  encouraged  and  properly  compensated,  for  some  men  must  be  pionears, 
willing  to  risk  their  all  in  the  development  of  a  new  oiter^las  or 
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idea,  if  opportunity  Ib  to  be  afforded  the  increasing  number  of  men 
and  women  to  earn  a  proper  livelihood. 

The  native  American  laborer  wants  chaos  no  more  than  other  citizens 
and  when  his  loyalty  and  good  sense  are  appealed  to  will,  I  am  sure, 
go  as  far  as  any  other  class  to  prevent  the  disorganlEation  of  govern- 
ment and  the  rule  of  the  irresponsible. 

A  final  solution  of  this  problem  cannot  come  through  arraigning 
class  against  class  or  man  against  man,  but  rather  through  the  willing- 
ness of  every  man  and  every  class  to  submit  their  cause  to  the  judg- 
ment of  Impartial  citizens  and  to  abide  by  their  decisions  when  fairly 
rendered.  Otherwise,  the  sympathetic  strike  will  be  carried  to  an 
absurdity — ^to  a  point  where  the  safety  of  the  nation  itself  will  be  at 
stake. 

But  a  few  days  ago  we  were  advised  that  the  grave-diggers  in 
Budapest  had  gone  on  strike  because  their  business,  which  had  flourished 
ao  under  the  regime  of  Bela  Kun  they  had  been  able  to  earn  from 
fiffy  to  one  hundred  crowns  a  day,  had  since  the  Soviet  was  driven 
out  decreased  so  they  had  been  unable  to  make  a  fair  living.  It  would 
seemingly  be  reasonable  to  presume  that  in  answer  to  this  plea  the 
affiliated  organizations  having  control  of  transportation  and  the 
supply  of  food  and  fuel  will  go  on  a  sympathetic  strike  so  that  a 
Buifident  number  of  citizens  will  starve  or  be  frozen  to  death  in  order 
to  bring  baek  the  days  of  prosperity  to  the  grave-diggers. 

If  one  class  of  citizens  can  cease  functioning  in  order  to  gain  a 
selfish  end,  then  the  same  privilege  must  be  perinitted  other  classes. 
The  banks  of  the  country  must  have  the  right  to  close  simultaneously, 
refuse  to  grant  credit  or  disburse  funds  until  such  demands  as  they 
may  make  for  compensation  and  other  special  privileges  are  satis- 
factorily met.  The  coal  operators  must  be  allowed  to  close  their  mines 
at  a  period  when  the  demand  for  fuel  is  greatest,  in  order  that  they 
may  force  the  railroads  to  haul  their  coal  for  say  half  of  the  existing 
rates.  The  doctors  shall  be  permitted  to  refuse  to  heal  the  sick 
and  relieve  suffering  until  proper  regulations  are  adopted  for  their 
protection  and  for  increasing  their  prosperity. 

The  leader  of  labor,  the  leader  of  capital  and  the  rank  and  file  of 
Amercan  citizens  must  realize  that  he,  as  an  individual,  is  a  com- 
ponent part  of  the  state  and  that  his  obligation  to  the  state  is  as 
real  as  his  duty  to  himself.  In  mapping  out  a  plan  for  himself 
or  his  particulaf  class,  the  man  who  sees  but  one  side,  and  that 
his  own;  who  does  not  recognize  his  personal  obligation  to  a  society 
aa  a  whole,  is  a  menace  to  the  principles  of  freedom  and  if  he  perse- 
veres in  his  course  to  secure  for  himself  what  he  can  at  the  expense 
of  his  neighbor,  must  be  dealt  with  as  an  enemy  of  the  nation.  Faith 
in  American  ideals  and  in  the  love  of  fair  play,  which  is  a  component 
part  of  the  make-up  of  every  true  American  citizen,  whether  he  be 
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rich  or  poor,  juBtifies  us  in  the  belief  that  these  proUems  can  be 
successfully  dealt  with  and  the  situation  adjusted  in  fairness  to  every 
class. 

As  bankers  we  must  be  prepared  to  meet  these  issues  in  the  same 
way  we  answered  the  seemingly  impossible  demands  upon  our  time 
and  energy  in  connection  with  the  several  Liberty  Loans.  Co-opera- 
tion and  self-sacrifice  made  our  efforts  successful,  and  we  must  again 
be  prepared  to  put  the  public  weal  ahead  of  our  indiyidual  interests; 
fight  for  those  economic  and  social  fundamentals  which  make  for  real 
liberty;  work  in  behalf  of  organization  as  opposed  to  chaos  and  be 
fearlessly  outspoken  against  those  movements,  whether  they  come  in 
the  guise  of  labor  or  capital,  which  are  conceived  in  selfishness  and 
which  attempt  to  gain  their  ends  by  over-powering  brutal  force,  rather 
than  through  submission  of  their  cause  to  a  proper  tribunal. 

Let  us  reason  and  encourage  co-operation;  let  us  help  keep  alive  the 
spirit  of  unselfish  service  which  was  bom  during  tiie  recent  war; 
let  us  take  full  advantage  of  our  opportunity  to  meet  and  know  well 
every  class  of  our  citisenship  and  the  intimate  relation  of  counselor, 
adviser  and  trustee  we  bear  toward  the  public  at  large,  to  advocate 
American  principles — ^to  teach  American  ideals. 

Bankers,  as  a  rule,  have  been  opposed  to  taking  an  active  part  in 
state  or  national  politics,  but  the  day  is  here  when  we  must  prqiare 
to  take  part  in  gtdding  and  controlling  the  affairs  of  the  nation,  even 
though  this  activity  demands  our  becoming  personally  closely  identified 
with  politics. 

We  may  not  be  active  in  partisanship,  but  we  must  always  be  active 
in  our  Americanism  and  make  our  Americanism  the  guide  of  our 
politics. 

Let  us  help  put  into  ofllce  those  men  who  have  the  oourage  to  act 
fearlessly  in  the  face  of  unjust  infiuences  and  who  are  willing  to 
jeopardize  their  own  political  future  that  their  state  and  nation  may 
be  safe.  Can  we  not  make  politics  really  mean  good  cJtizenship? 
Can  we  not  be  the  deciding  factor  in  the  contest  between  those  who 
are  for  themselves  and  those  who  are  for  America?  The  Inmveiy, 
the  intelligence  and  energy  of  the  bankers  of  America  have  been 
challenged.  If  you  believe  in  America,  if  you  believe  in  Liberty,  if 
you  believe  in  Qod,  let  your  answer  to  the  anarchists,  to  the  bolshevists, 
to  the  forces  of  selfishness  as  they  attempt  to  storm  the  strongholds 
of  justice  and  menace  the  free  institutions  of  America  be  framed  in 
the  immortal  words  of  the  gallant  Petain,  "They  shall  not  pass!'' 
(Applause). 

Pbesidsnt  MoAdaks:  The  next  order  of  business  is  the 
report  of  the  Chairman  of  the  Executive  Committee,  Mr.  A.  A. 
Crane,  of  Minneapolis. 
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REPORT  OP  CHAIRMAN  OF  EXECUTIVE  COMMITTEE 

A.  A.  Crane 

Immediately  following  the  amiual  meeting  of  our  Section  in  Chicago 
September  24  last  year  your  Executive  Committee  met  and  proceeded 
to  organize  by  the  election  of  Mr.  Raymond  F.  McNally  as  Chairman 
and  the  re-election  of  Mr.  Jerome  Thralle  as  Secretary.  Th»  plans  for 
the  various  activities  of  the  Section  as  discussed  in  the  reports  of 
your  officers  at  the  last  annual  meeting  and  at  the  various  meetings 
of  the  Executive  Committee  were  regarded  as  well  settled  and  w<e  all 
felt  very  comfortable,  knowing  that  the  activities  in  the  hapds  of 
Mr.  Thralls  would  be  most  ably  handled.  There  was  no  other  business 
of  importance  at  that  meeting. 

In  the  early  winter  through  the  influence  of  our  good  friend  and 
worthy  ex-President,  Mr.  McHugh,  the  enticing  bait  of  a  bigger  job 
was  held  up  to  Mr.  Thralls  and  naturally  he  fell  for  it,  and  shortly 
before  the  first  of  January  assumed  his  duties  as  Secretary  and  Treas- 
urer of  the  Discount  Corporation  of  New  York.  Mr.  Thralls'  withdrawal 
from  the  activities  of  the  Section  made  it  immediately  neoeasary  to 
secure  some  one  to  take  his  place,  and  shortly  after  iJM  first  of  the 
year  Mr.  Amos  F.  Hill  was  elected  Secretary  of  the  Section,  and  al- 
though unfortunately  incapacitated  by  ill  health  through  the  early 
part  of  the  year,  took  up  his  work  actively  and  with  muck  enthusiasm 
and  by  the  time  of  the  spring  meeting  of  the  Council  had  the  business 
of  the  Section  pretty  well  in  hand.  Shortly  before  the  spring  meeting 
Mr.  Stoddard  Jess,  on  account  of  the  pressure  of  other  business,  re- 
signed as  President  of  the  Section  and  the  Executive  Committee  was 
obliged  to  reluctantly  accept  his  wishes.  Your  Executive  Committee, 
therefore,  found  it  necessary  at  the  spring  meeting  held  at  White 
Sulphur  Springs,  May  19,  to  entirely  re-organize.  Mr.  Thomas  B. 
MeAdams  was  elected  President,  Mr.  Raymond  F.  McNally  Vice-Presi- 
dent of  the  Section  and  the  speaker  Chairman  of  the  Committee.  Mr. 
Jerome  Thralls  was  elected  as  a  member  of  the  Executive  Committee 
to  fill  the  vacancy  caused  l^  these  changes.  Mr.  Thralls  had  during 
the  winter  devoted  quite  a  considen^le  amount  of  time  to  the  inter- 
ests of  the  Section,  assisting  Mr.  ffiU  and  doing  such  things  as  were 
necessary  during  Mr.  Hill's  illness. 

The  spring  meeting  of  the  Executive  Committee  was  an  exceedingly 
interesting  and  profitable  one.  Reports  of  the  Secretary  and  d  Mr. 
McNally,  who  was  then  Chairman,  indicated  that  the  various  activities 
of  the  Section  had  been  carefully  looked  after  and  during  the  whole 
year  the  interests  of  the  Section  have  been  intensively  promoted  and 
the  Secretary's  report  will  cover  these  matters  in  detail.  A  very 
considerable  discussion  was  held  over  the  question  as  to  what  would 
be  of  most  interest  to  the  Section  members  and  to  what  particular 
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lines  of  work  the  Executiye  Committee,  the  officers  and  the  Yarious 
subcommittees  should  devote  their  energy.  The  following  suggestions 
were  regarded,  after  discussion,  as  being  the  niost  important,  Tiz: 

1.  The  revision  of  its  Book  of  Forms  and  the  printing  of  the 
forms  referred  to  therein,  so  that  th^  may  be  made  available,  either 
singly  or  in  book  form. 

2.  Developing  a  plan  for  the  analysis  of  accounts  of  individuals, 
firms  and  corporations. 

3.  Encouraging  annual  conferences  of  clearing  house  managers  and 
examiners. 

4.  The  extension  of  the  clearing  house  examiner  idea. 

5.  Encouraging  closer  co-operation  and  wider  activity  on  the  part 
of  all  clearing  house  associations. 

6.  Encouraging  the  organization  of  clearing  house  associations  and 
country  organizations. 

7.  The  organization  of  efficiency  and  publicity  committees  in  clear- 
ing houses;  the  committees  to  give  their  attention  to,  (a)  the  de- 
velopment of  labor-saving  devices;  (b)  handling  the  community  pub- 
licity and  bank  advertising;  (c)  control  donations  to  charitable  and 
public  purposes  and  to  handle  such  other  matters  as  might  pr<^»erlj 
be  referred  to  such  committees.  An  arrangement  might  be  made  for 
an  exchange  of  advertising  and  publicity  material  among  the  various 
committees  through  the  agency  of  the  Clearing  House  Section. 

8.  The  establishment  of  credit  departments  in  clearing  houses. 

9.  Aiding  ihe  treasury,  contract  division  and  various  other  depart- 
ments of  the  government  in  the  financial  and  general  war  program. 

10.  Creating  a  committee  to  make  a  study  of  interest  rates,  service 
exchange  and  collection  charges.  This  committee  to  report  to  the 
Executive  Committee  at  the  earliest  possible  date. 

11.  A  campaign  of  education  and  publicity  designed  to  inform  the 
public  as  to  the  true  functions  of  bank  and  the  objects  and  purposes 
of  clearing  houses. 

12.  Assisting  and  encouraging  in  every  way  the  national  movement 
to  create  new  savers  and  to  drive  home  to  all  America  the  lesson  of 
thrift  and  industry. 

13.  Assisting  the  Capital  Issues  Committee  in  its  campaign  to 
minimize  the  fake,  bogus  and  worthless  seeurities  evil. 

14.  Aiding  in  the  direction  of  credit  into  the  channels  of  essential 
production.    . 

15.  Aiding  the  Federal  Reserve  Board  and  the  Federal  Foreign 
Exchange  Committee  in  their  efforts  to  stabilize  and  protect  American 
exchange  relations  with  other  countries. 

16.  Co-operating  with  the  Committee  on  FMeral  and  State  JjtgU^ 
tion  on  matters  of  oomnum  interest  to  the  associated  banks  of  America. 

17.  The  creation  of  a  committee  charged  with  the  responsibility  of 
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Btudying  world  conditions,  with  the  view  of  preparing  and  •ubmitting 
to  the  Executive  Committee  plans  under  which  the  Tarious  clearing 
houses  may  serve  to  hest  advantage  in  order  to  give  the  nation  its 
greatest  financial  and  commercial  strength. 

Mudi  work  has  been  done  along  all  of  these  lines  this  year.  For 
instance,  with  the  hope  of  arousing  interest  in  the  work  of  the 
Section  detailed  proceedings  of  the  spring  meeting  of  the  Executive 
Committee  were  printed  in  full  and  copy  was  forwarded  to  each  State 
Representative,  together  with  a  letter  frcnn  your  Chairman  calling 
attention  to  the  details  of  the  report  and  particularly  to  the  schedule 
of  activities,  and  asking  these  various  gentlemen  for  commente  and 
constructive  suggestions.  A  few  of  the  representatives  responded,  but 
I  regret  to  say  that  most  of  them  ignored  the  communication  entirely, 
and  I  am,  therefore,  obliged  to  conclude  that  at  least  as  far  as  they 
are  concerned,  the  activities  of  the  Section  are  of  no  interest.  I  trust 
we  may  be  more  fortunate  in  those  selected  as  State  Representatives 
for  the  coming  year.  The  comments  of  some  of  those  who  replied  were 
of  interest  and  I  will  take  the  liberty  of  quoting  a  few,  viz.: 

1.  "I  find  much  to  commend  and  nothing  to  criticise  in  the  plans 
you  have  laid  out  for  the  work  of  the  Association  and  the  report  of 
the  work  already  under  way.  It  would  seem  tiiat  much  of  the  benefit 
which  will  result  from  the  work  of  your  Section  through  the  clearing 
houses,  will  be  to  educate  the  individual  banker  to  realize  that  he 
is  but  a  part  of  one  great  machine  of  business  and  that  in  the  measure 
he  understands  the  workings  of  the  entire  machine,  he  will  be  able  to 
ocmtribute  to  its  smooth  operation." 

2.  "Your  committee  has  undertaken  a  tremendous  task.  To  devote 
its  energies  to  the  seventeen  different  lines  of  activity  will  bring  about 
unquestionably  much  good.  The  accomplishment  of  any  one  or  more 
wiU  result  in  better  understanding,  by  the  people,  or  the  functions 
of  the  clearing  house  and  the  benefits  that  flow  from  it  to  banks,  bank- 
ing interests  and  the  people  in  general.  I  can  make  no  suggestion 
of  other  activities  it  should  undertake.  It  will  be  a  pleasure  to  assist 
you  in  every  way  possible.** 

3.  "I  have  not  had  time  to  go  through  the  report  carefully  until 
today,  and  cannot  for  the  life  of  me,  make  any  suggestions  that  have 
not  already  been  covered  by  your  good  body." 

4.  'nfoar  schedule  of  activities  for  1918-1919  is  very  important, 
but,  in  my  judgment,  special  attention  should  be  given  to  Noe.  8,  10,  13 
and  16. 

"8 — ^TEB  E0TABUBHMENT  OF  CbEDIT  DePABTHENTS  IH  CliBABmO  HOUSES : 

"This  would  be  of  great  value  to  the  banks,  both  large  and  small, 
and  in  all  probability,  would  go  a  long  way  toward  increasing  the 
membership.    While  the  large  financial  institutions  can  afford  to  main- 
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tain  an  up-to-date  credit  department,  it  ia  too  ezpeneiTe  for  the  smalkr 
ones.  It  has  been  quite  popular  since  the  war  began  for  large  coaceraB 
to  do  their  financing  through  the  sale  of  notes  running  from  one  to 
toi  years,  which  makes  it  possible  for  a  bank  limited  to  extending  a 
line  of  credit  of  say,  $6,000.00  to  participate  in  these  big  flnanrial 
undertakings;  whereas,  in  former  times,  our  large  industrial  oonctfu 
would  not  have  c<Misidered  for  one  momoit  giving  notes  in  denondiuk 
tions  that  would  be  within  the  reach  of  our  thousands  of  small  hankiitg 
institutions  throughout  the  country.  If  up-to-date  credit  department! 
were  maintained  l^  the  clearing  houses  of  our  large  eitiee^  the  in- 
formation desired  hy  the  banks  purchasing  the  paper  could  be  easily 
obtained,  and  this  in  all  probability  would  stimulate  the  employmeat 
of  their  idle  funds  in  investments  of  Idiis  kind. 

«<10 — CBKATmO   A   COICMTITEB  TO   MaKE  A   StUDT   OF   iNnSBST   BaTO, 

Service,  EzdSANOB  and  Gollbotion  Chabobb 

'*U!nle68  something  is  done  along  these  lines,  the  banks  will  led 
very  keenly  the  unscientific  system  that  now  prevails  in  the  eveai 
that  rates  for  money  should  go  as  low  as  they  did  prior  to  the  out- 
break of  the  war  in  Europe.  Since  1914,  money  has  been  praoticallj 
ruling  around  6  per  cent.,  and  this  has  enabled  some  bankers  to  m 
wild  in  the  payment  of  interest  rates.  The  extension  of  clearing  bouses 
would  naturally  lower  exchange  and  collection  diarges. 

"13 — ^Absistino  ths  Capztai.  Issubs  CoinoTTEB  IN  ITB  Cakpaigh  to 
Minhozb  the  Fake,  Bogus  and  Wobthubss  Seoubixies  Bvil 

"Never  in  the  history  of  th^  country  have  there  been  so  many  worth- 
less securities  offered  on  the  market,  and  something  should  be  done  to 
protect  the  innocent  investors.  This,  in  my  opinion,  is  one  of  the  most 
important  matters  for  the  American  Bankers  Association  to  investigats 
and  strongly  urge  Federal  action. 

"1&— Aiding  tee  Fedebal  Rebebve  Boabd  and  the  Fbdcbai.  FoBEiav 

EXOHANOB  Ck>lCMITTBE  IN  THBIB  BFIXWTB  TO  STABILIZE  AND  PbOTBOT 

Ahebican  Ezohangb  Relations  with  Othbb  Countbibb 


"It  is  becoming  more  and  more  impossible  for  our  large 
turers  to  sell  their  goods  abroad  owing  to  the  present  dsmoraliaed  con- 
ditions of  exchange.  We  have  the  commodities  to  sell  and  Europe  wants 
to  buy  them,  but  it  is  only  natural  that  England,  for  instance^  should 
purchase  where  the  pound  sterling  commands  the  highest  figure.  This 
problem  of  stabilizing  exchange  is  a  most  serious  one,  and  it  should 
receive  the  best  thought  of  our  foremost  international  baalnrs.'* 

I  think  the  above  points  are  well  taken  and  that  we  should  oertainly 
consider  the  matters  which  they  suggest 
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At  the  annual  meeting  in  Chicago  attention  was  called  to  the  good 
work  which  had  been  done  l^  a  conunittee  appointed  in  1914,  whose 
special  work  waa  to  arouse  interest  in  the  country^  check  clearing 
house  sdieme,  and  a  new  committee  was  appointed  and  instructed  to 
again  take  up  that  work.  The  speaker  happens  to  be  chairman  of 
that  committee,  together  with  Mr.  W.  F.  Augustine  and  Mr.  F.  K. 
Houston,  and  I  think  it  not  out  of  place  to  include  the  report  of  that 
oommittee  herewith,  viz.: 

Immediately  following  the  first  of  January  the  committee  began  the 
collection  of  statistics  from  the  Tarious  country  check  clearing  houses 
which  are  operated  at  Atlanta,  Detroit,  Kansas  City,  Louisville,  Nash- 
ville, Oklahoma,  Omaha,  Richmond  and  St.  Louis.  These  statistics 
were  carefully  compiled  and  compared  with  a  similar  group  of  figures 
collected)  for  the  year  1916,  and  the  results,  together  with  considerable 
reading  matter  and  arguments  in  favor  of  such  clearing  houses  were 
published  in  a  booklet,  which  is  made  a  part  of  this  report.  This 
booklet  was  sent  to  every  bank  member  of  a  clearing  house  in  the 
United  States,  with  the  request  that  the  matter  be  given  their 
careful  consideration  and  considering  the  economy  in  handling  items 
in  this  manner,  they  were  urged  to  extend  the  operation  of  these 
country  dieck  clearing  houses  in  their  own  locality. 

Now  that  the  tremendous  stress  of  activity  attending  the  war, 
coupled  by  Liberty  Loans,  Red  Cross  and  other  campaigns,  has  passed 
and  the  bankers  have  more  time  to  consider  the  operation  of  their 
own  business,  I  believe  that  this  propaganda  can  well  be  cultivated, 
and  if  adopted  by  the  various  clearing  houses  throughout  the  coimtry, 
would,  I  am  confident,  result  in  a  very  material  economy  in  handling 
country  checks  of  the  banks  adopting  the  plan. 

I  have  already  taken  up  more  time  in  making  this  report  than  I 
intended,  as  your  President  has  covered  the  activities  of  the  Association 
fully,  and  in  a  most  able  manner,  and  the  report  of  your  Secretary 
will  give  you  details  of  the  activities  of  the  Association  much  better 
than  I  am  able  to  do,  because  of  his  close  day-to-day  connection  with 
the  operation  of  the  details  of  the  Section. 

In  conclusion  I  desire  to  say  that  in  my  opinion  this  Section  has 
in  the  past  done  a  large  amoimt  of  constructive  work  of  great  benefit 
to  the  banks  of  the  country  and  there  is  still  much  to  do,  and  if 
the  members  of  the  Section  are  willing  to  give  it  even  a  small  measure 
of  their  constructive  thought  and  devote  a  little  of  their  energy 
toward  developing  the  activities  which  may  be  suggested  from  time 
to  time  the  Section  will  continue  to  be  a  desirable  factor  in  the 
American  Bankers  Association  and  of  much  benefit  to  its  member  banks. 

Our  business,  social  and  economic  life  have  been  tremendously  dis- 
turbed— ^this  is  always  so  after  a  war — and  this  the  world's  greatest 
war  has  left  things  everywhere  topsy-turvy.    We  are  all  struggling  for 
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a  way  out.  Credits  have  been  oTer-strainedy  the  gauge  of  raloes  hu 
been  lost,  and  feverish  unrest  has  seized  upon  the  world.  We  may 
be  sure,  however,  tiiat  nature's  law  of  order  will  not  fail  to  work 
out  in  due  time  the  restorati<m  of  social  quietude.  The  Clearing  Home 
Section  through  its  various  influences,  can  take  a  firm  and  strong 
hand  in  restoring  order  and  quieting  discord,  and  it  is  our  high  privi- 
lege and  duty  to  take  a  conservative  and  sane  attitude  toward  tiie 
restoration  of  business  and  harmony  in  this  war  wrecked  world. 
I  thank  you.     (Applause). 

The  report  of  the  Secretary,  Amos  P.  Hill,  was  submitted 
without  reading.    It  follows: 


EEPORT  OF  THE  SECEETAEY 
Amos  F.  Hill 

Your  secretary  presents  his  first  annual  report.  His  occupancy  of 
this  office  covers  but  three  quarters  of  the  present  fiscal  year.  He 
assumed  the  position  in  January,  1919,  succeeding  that  very  able  ezeen- 
tive,  Jerome  Thralls,  who  resigned  to  accept  new  responsibilities  as 
secretary-treasurer  of  the  Discount  Corporation  of  New  York. 

At  the  last  annual  meeting  of  the  Section  a  comprehensive  schedule 
of  activities  was  prepared,  for  the  ensuing  year.  This  schedule  has 
been  closely  followed — many  of  the  important  features  haye  been 
carried  to  completion — ^with  resulting  benefits  of  great  value  to  the 
banking  and  business  interests.  Others  have  been  advanced  and  are 
still  being  given  careful  attention. 

One  of  our  principal  endeavors  has  been  to  increase  the  number  of 
clearing  houses  in  the  United  States.  Another  has  been  the  institu- 
tion of  country  clearing  departments  in  clearing  houses  already  in 
operation.  Your  secretary  takes  pleasure  in  reporting  the  organisa- 
tion of  nine  new  clearing  houses  during  the  year  just  closing.  There 
are  now  243  regularly  organized  clearing  houses  in  the  United  States. 

Since  our  last  annual  meeting,  personal  visits  have  been  made  to 
clearing  houses  in  Middle  and  New  England  States,  with  the  purpose 
of  studying  the  methods  employed  in  their  operation  and  aiding  in  the 
introduction  of  new  ideas  which  would  enable  these  organizations  to 
more  efficiently  serve  their  members. 

During  the  past  six  months,  the  Section  has  perfected  its  standard 
form  of  financial  statement  for  the  use  of  banks,  bankers  and  broken 
in  connection  with  commercial  paper  placed  in  the  open  market.  This 
form  has  met  with  favor  and  we  confidently  hope  for  its  general 
adoption.  A  large  supply  of  these  forms  was  forwarded  to  the  Qovemor 
of  the  Federal  Reserve  Board  for  the  use  of  and  distributi<m  by  the 
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Federal  reserve  banks.  Likewise  a  plan  has  been  devised  whereby 
''telegraph  non-payment"  instmetionB  are  automatioally  conveyed  by  a 
symbol  incorporated  in  a  rubber  stamp.  These  stamps  are  furnished  at 
cost  by  the  Section.  The  plan  is  simple  and  effective.  It  can  be 
used  to  advantage  by  any  banking  institution. 

Since  taking  up  the  duties  of  this  office,  your  Secretary  has  found 
the  demands  upon  his  time  constant  and  regular.  His  duties  have 
proTed  absorbing  and  pleasant.  In  every  undertaking  he  has  received 
cordial  and  generous  oo-operation  from  all  the  officers  and  workers 
of  the  Section,  as  well  as  from  all  the  executives  and  others  connected 
with  the  American  Bankers  Association  with  whom  he  has  been  privi- 
leged to  come  in  contact.'  He  especially  desires  to  express  his  deepest 
gratitude  to  his  predecessor,  Mr.  Thralls,  whose  invaluable  advice  and 
intelligent  assistance  have  been  so  often  and  so  cheerfully  given. 

The  following  activities  are  recommended  for  the  Clearing  House 
Section  during  the  coming  year: 

1.  Encourage — a.  The  inauguration  and  extension  of  the  Clearing 
House  Examiner  System. 

b.  The  establishment  of  credit  departments  in  clearing  houses. 

c.  The   formation   of   new   clearing    houses — city,   county    and 

country — ^making  a  special  effort  on  county  organisation 
plan. 

d.  The  organization  of  efficiency  and  publicity  committees  in 

clearing  houses.  These  committees  should  give  their  at- 
tention to  (1)  the  development  of  labor-saving  devices; 
(2)  handling  the  community  publicity  and  bank  advertis- 
ing; (3)  the  handling  of  donations  to  charitable  and  public 
purposes  and  such  other  matters  as  might  properly  be 
referred  to  such  conmiittees.  An  arrangement  might  be 
made  for  an  exchange  of  advertising  and  publicity  material 
among  the  various  committees  throu^  the  agency  of  the 
Clearing  House  Section. 

e.  The  establishment  of  country  clearing  houses  in  the  import- 

ant cities  not  served  by  a  Federal  reserve  bank  or  branch 
thereof. 

2.  Create  a  committee  to  make  a  study  of  interest  rates,  service, 
exchange  and  collection  charges.  This  committee  should  report  to  the 
Executive  Committee  at  the  earliest  possible  date. 

3.  Inaugurate  a  campaign  of  education  and  publicity  designed  to 
inform  the  public  as  to  the  true  functions  of  banks  and  the  objects  and 
purposes  of  clearing  houses. 

4.  Aid  in  directing  credit  into  channels  of  essential  production. 
6.     Aid  in   the   effort  to   stabilize  and  protect  American   exchange 

relations  with  other  countries. 
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6.  Cooperate  with  the  Committee  on  Federal  and  State  legiaUtias 
on  matters  of  common  interest  to  the  associated  banks  of  Aserioa. 

7.  Encourage  the  widest  possible  use  and  the  proper  application  of 
the  UniTersal  Numerical  System. 

8.  Create  a  committee  charged  with  the  responsibility  of  studying 
world  conditicms,  with  the  view  of  preparing  and  submitting  to  Oie 
ExecutiTe  Conmuttee  plans  under  which  the  Tarious  clearing  housea 
may  serve  to  best  advantage  in  giving  the  nation  its  maTimnm-  financial 
and  commercial  strength. 

We  trust  the  coming  year,  fraught  as  it  is  likely  to  be  with  mi^fy 
and  absorbing  questions  that  touch  our  realm,  will  find  us  ready  to 
meet  the  challenge.  It  is  our  hope  that  by  proper  application  of  the 
lessons  learned  in  ihe  past,  and  by  close  adherence  to  the  helpful  rules 
laid  down  for  our  guidance,  our  Section  will  not  only  consore  the 
banking  interests  of  the  nation,  but  even  contribute  its  bit  to  the 
welfare  of  mankind. 

Pbbsidbnt  MoADAif s  :  I  would  like  to  aimounoe  at  this  time 
the  Committee  on  Besolutions  and  Beports: 

Mr.  A.  D.  Graham,  of  Baltimore;  Mr.  Alex.  Dunbar,  of  Pitts- 
burgh; and  Mr.  Frank  W.  Crane,  of  Birmingham;  Committee 
on  Nominations,  Mr.  F.  A.  Crandall,  of  Chicago;  Mr.  H. 
Warner  Martin,  of  Iowa;  and  Mr.  J.  B.  Lambertson,  of  South 
Dakota. 

President  McAdams  then  introduced  William  C.  Comwell  of 
J.  S.  Bache  &  Company,  New  York. 

Mr.  Cornwbll  :  I  wish  to  convey  to  you  Mr.  Wexler's  expres- 
sions of  great  regret  at  not  beiug  able  to  be  here  today  to  deliver 
his  message  to  you. 

I  know  Mr.  Wexler  was  looking  forward  with  the  greatest 
pleasure  to  the  opportunity  afforded  of  saying  a  few  words  to 
this  important  section  of  the  A.  B.  A.,  in  which  at  one  time  he 
was  quite  active  and  of  which  he  once  had  the  honor  of  being 
president.  He  also  wished  me  to  tell  you  that  he  regretted  ex- 
ceedingly that  the  strenuous  times  through  which  we  are  passing 
have  given  him  too  little  time  to  make  a  genuinely  critical  study 
of  the  subject  and  to  prepare  an  address  entirely  worthy  of  such 
an  intelligent  and  discriminating  audience. 

He  trusted,  however,  that  under  the  circumstances  you  would 
be  content  with  a  brief  expression  of  his  views  upon  the  subject 
which  had  been  given  him. 
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THE    CLEARING    HOUSE    A    FACTOR    IN    FOREIGN 
TRADE  DEVELOPMENT 

Sol  Wexleb 

As  clearing  houses  are  merely  associations  of  banks  primarilj  to 
facilitate  their  daily  transactions,  the  subject  should  more  properly  be 
*'The  Relation  of  Banks  to  Foreign  Trade  Development."  The  necessity 
of  promoting  and  aiding  foreign  trade  can  best  be  stated  in  the  declara- 
tion of  the  seventh  annual  meeting  of  the  Export  Group  of  the  Amer- 
ican Chamber  of  C!ommerce,  dated  May  1,  1919,  as  follows: 

"The  stimulation  and  development  of  the  nation's  international 
trade  is  vital  to  the  country's  prosperity  and  the  solution  of  its 
economic  and  industrial  problems.  Organizations  should  direct 
the  attention  of  their  members  to  the  importance  of  this  subject 
and  the  necessity  for  encouragement  and  support  of  all  measures 
which  will  facilitate  and  enlarge  American  trade  with  other 
countries,  extend  American  banking  and  insurance  to  accompany  and 
supplement  the  foreign  enterprises  of  American  commerce,  and  pro* 
vide  adequate  cable  and  wireless  facilities." 

and  the  relation  of  banks  thereto  can  be  summed  up  in  the  few  words 
that  without  the  moral  encouragement  and  financial  assistanoe  of  banks 
foreign  trade  development  is  impossible. 

Failure  on  the  part  of  banks  to  render  such  assistance  affects  the 
whole  commercial,  financial  and  economic  structure  and  will  create 
problems  the  solution  of  which  may  involve  us  in  serious  difficulty.  I 
make  this  statement  because  there  is  no  single  individual,  however  humble 
may  be  his  occupation,  and  no  line  of  business,  from  the  most  insig- 
nificant to  the  most  important,  that  is  not  immediately  concerned  in 
the  development  of  foreign  trade,  and  such  being  the  case  banks,  the 
fountain  heads  of  business  and  upon  which  all  reactions,  whether  favor- 
able or  unfavorable,  are  immediately  registered,  are  the  ones  most 
directly  concerned. 

The  great  balance  of  trade  in  our  favor  during  the  war,  which  filled 
our  coffers  with  the  gold  supply  of  the  world,  will  rapidly  disappear  if 
we  fail  to  grasp  the  opportunity  which  we  now  have  of  continuing  to 
control  a  liberal  share  of  the  world  markets  for  our  surplus  merchandise 
and  manufactured  goods  and  in  return  to  find  a  local  market  for  a  reas<m- 
able  proportion  of  the  production  of  other  countries  so  that  exchange 
between  us  and  them  may  be  stabilised. 

Our  merchant  marine,  which  for  a  century  amounted  to  nothing  and 
which  now,  through  force  of  circumstance  and  despite  governmental 
incompetency,  has  reached  a  position  of  importance,  will  again  languish 
if  cargoes  both  ways  are  not  provided,  and  in  consequence  our  budding 
ship-building  industry  with  its  great  consumption  of  stable  products 
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JUdd  vast  employment  of  labor  will  return  to  pre-war  ooiiditkms  of 
stagnation.  With  the  «Lport  trade  goes  the  insuranoe  of  cargoes,  the 
employment  of  freight  cars,  the  viotiialing  and  coaling  of  ships,  the  em- 
ployment of  warehouse  and  dodc  space,  the  continued  employment  of 
labor,  so  that  it  can  be  seen  how  intimately  our  general  prosperity  Is 
connected  with  our  foreign  trade.  A  number  of  banks  have  established 
important  branches  in  foreign  countries.  If  we  do  not  continue  to 
develop  our  foreign  trade  these  will  be  merely  vehicles  for  finaneing  and 
facilitating  the  business  of  our  competitors. 

We  come  now  to  the  practical  side  in  which  banks  can  lend  their 
necessary;  assistance.  Ihe  volume  is  of  such  magnitude  and  the  sums 
involved  so  great  that  the  business  is  far  beyond  the  financial  capacity 
of  individuals  and  of  but  a  small  percentage  of  firms  and  eorporatlons. 
The  export  and  import  business  must  of  necessity  evolve  more  or  less 
into  a  specialty  business,  each  beccmiing  experts  in  particular  lines. 
Merchandise  must  be  manufactured  requiring  capital  or  credit  until  the 
shipment  is  assembled.  The  financing  of  such  transactkms  is  a  proper 
function  of  the  local  bank.  The  shipment  then  goes  forward  either 
against  a  through  rail  and  sea  bill  of  lading  or  on  a  loeal  bill  of  lading 
to  the  port.  The  local  bank  then  needs  reimbursement  and  the  bank 
at  the  financial  centre  or  at  the  port  conunences  to  function  and  must 
advance  against  the  bill  of  lading.  If,  as  was  the  case  before  the  war 
and  as  will  be  the  case  in  course  of  time,  a  regular  demand  aizty  or 
ninety-day  bill  could  be  drawn  against  a  confirmed  or  an  unoonfirmed 
credit  the  transaction  would  be  simple,  but  at  present  the  foreign  hayer 
needs  longer  credit,  and  the  accepting  banks  and  merchants  are  no 
longer  in  the  same  financial  position  as  before  the  war,  nor  are  the 
governments  of  the  countries  in  which  they  are  located  suflfeioitly 
stable,  in  many  cases,  to  make  the  transaction  as  free  of  risks  as  for- 
merly, and  yet  thjB  business  should  and  must  be  done.  To  illoatrate  a 
transaction  now  pending  in  which  a  syndicate  of  foreign  spinnov  wish 
to  buy  20,000  bales  of  cotton:  each  member  of  the  syndicate  is  liable  for 
his  proportion,  seven  banks  in  and  around  the  capital  of  the  country 
propose  to  accept  the  bills,  all  seven  of  the  banks  are  jointly  reaponaible 
for  the  whole;  they  are  willing  to  pay  a  fair  price  for  the  cotton  as  well 
as  for  the  credit,  but  they  want  to  buy  on  six  months'  credit  with  three 
r^iewals,  or  eighteen  months.  Such  a  transaction  is  a  reasonable  busi- 
ness risk,  but  is  too  much  for  any  one  bank  to  undertake  and  should  be 
syndicated  and  banks  throughout  the  country  should  take  part,  eaeh  Sa 
proportion  to  its  financial  ability.  It  is  by  such  means  that  the  finan- 
cial assistance  can  be  rendered. 

The  moral  assistance  and  encouragement  can  be  furnished  in  many 
ways  and  in  many  directions.  First,  by  showing  the  exporter  how  the 
transaction  can  be  handled  and  not  merely  turning  him  down.  Second, 
by  allowing  documents  to  be  taken  out  in  trust  on  trust  receipts  to  be 
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exchanged  for  ocean  bills,  and,  third,  by  furnishing  credit  information 
as  to  the  standing  of  foreign  firms  and,  further,  by  performing  various 
small  services  not  strictly,  perhaps,  within  the  function  of  the  bank  and 
often  troublesome  to  loan  clerks  and  bank  officials,  yet  necessary  until 
the  business  is  properly  under  way  and  working  smoothly. 

Bankers  have  never  yet  fully  realized  the  tremendous  influence  which 
they  can  exert.  It  was  somewhat  demonstrated  in  the  framing  of  the 
Federal  Reserve  Act.  They  are  like  sleeping  giants  in  this  respect. 
This  influence  should  be  exerted  in  a  big  and  broad  way  and  among  the 
things  in  aid  of  foreign  trade  that  might  be  accomplished  would  be  to 
demand  of  Congress  an  apppropriation  for  the  establishment  of  a  school 
of  consular  agents  so  that  our  conmierce  would  be  represented  by  men 
qualified  for  the  job,  paid  well  enough  to  make  it  attractive,  and  not 
by  political  appointees  without  experience  and  training. 

Banks  can  use  their  influence  to  have  the  old  cry  against  so-called 
"dollar  diplomacy"  relegated  to  the  scrap-heap,  for  I  am  sure  you  all 
a^ee  that  the  American  dollar,  if  honestly  invested,  is  entitled  to 
protection,  whether  it  be  in  Mexico  or  in  Timbuctoo.  It  was  never 
anything  but  a  political  catch-penny  phrase  (like  the  "free  breakfast 
table"  in  the  tariff  discussions.)  Every  American  ought  to  be  made  to 
feel  that  the  Department  of  State  is  ready  to  give  ear  to  his  complaint 
and  if  well  founded  will  take  such  action  that  no  man  and  no  country 
will  have  the  temerity  to  confiscate,  imduly  tax  or  defraud  an  honest 
American  enterprise  or  investment.  Bankers  may  use  infiuence  to  have 
the  Shemua  Anti-Trust  law  so  amended  or  c<Histrued  as  to  enable 
business  to  be  done  in  a  big  way,  so  that  concerns  may  join  issues  and 
combine  capital  and  create  economies  of  management  and  operation  that 
will  better  enable  them  to  compete  with  countries  not  hampered  by 
similar  legislation.  Bankers  may  use  their  influence,  and  this  refers 
more  to  the  so-called  country  bankers,  to  see  that  men  of  soimd  business 
judgment,  of  unflinching  patriotism,  who  put  the  welfare  of  the  whole 
country  above  partisan  politics  and  who  have  a  decent  regard  for 
the  rights  of  all  men,  whether  owners  or  workmen,  are  sent  to  Con- 
gress. 

Much  has  been  said  in  the  press  and  by  public  speakers  upon  the 
subject  of  providing  fimds  for  the  rehabilitation  of  devastated  areas  in 
Europe,  for  the  erection  of  public  buildings,  bridges,  roads  and  other 
permanent  improvements,  a  function  which  in  my  humble  opinion  banks 
should  not  perform  except  perhaps  to  a  very  moderate  extent,  and  then 
only  as  an  intermediary  between  the  borrower  and  the  investor. 

The  conversion  of  liquid  capital  and  credit  into  fixed  investment  is 
always  dangerous  and  should  be  done  from  gradual  savings  and  accumu- 
lations not  needed  in  the  channels  of  trade.  Such  investments  in  the 
Argentine  caused  the  failure  of  the  great  banking  house  of  Baring 
Bros,  in  London  in  1890,  from  which  a  world  panic  ensued.    Rehabilita- 
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tion  and  reconstruction  should  be  slow  and  gradual  and  should  not  be 
permitted  to  interfere  with  the  needs  of  trade  and  should  be  the  in- 
ducement of  the  particular  community  to  save  for  this  purpose.  While 
we  should  exert  every  means  to  provide  credit  for  raw  material  and 
manufactured  goods  and  for  agricultural  implements  and  labor-saving 
machinery  to  take  the  place  of  man  power,  we  should  not  flood  the 
country  nor  fill  up  bank  portfolios  with  bonds  of  foreign  municipalltieB 
and  political  subdivisions  except  to  an  amount  which  will  represent  a 
small  percentage\  of  idle  funds  in  this  country  seeking  investment. 

After  the  Civil  War  it  took  many  years  for  the  devastated  ares, 
caused  by  Sherman's  march  to  the  sea,  to  be  reconstructed^  and  it  wia 
finally  done  by  the  people  of  the  immediate  section  out  of  their  own 
resources  and  accumulations. 

In  conclusion,  we  owe  it  to  the  community  in  which  we  live,  to  our 
farmers,  laborers  and  manufacturers,  to  the  whole  country  itself,  to  help 
stimulate,  finance  and  encourage  international  trade  along  inteUigoit 
lines;  always,  however,  having  in  mind  the  old  adage  that  charity 
begins  at  home  and  that  the  paramount  duty  is  to  keep  the  home  Area 
burning. 

President  Mo  Adams  :  I  have  the  additional  pleasure  of  in- 
troducing the  son  of  a  son  of  Virginia,  now  living  in  Georgia, 
a  whole  man,  a  whole  preacher  and  a  whole  American,  who 
I  feel  certain  will  interest  you  to  the  fullest  extent.  It  gives 
me  great  pleasure  to  present  Dr.  H.  Ashby  Jones  of  Atlanta, 
Ga.     (Applause.) 


THE  CLEARING  HOUSE,   THE   HEART   OF   THE 
FINANCIAL  WOELD 

Dr.  H.  Ashby  Jones 

I  don't  know  anything  about  finance  and  you  dont  know  anything 
about  philosophy.  We  are  even,  then.  But  where  a  preacher  dares  to 
figure  on  a  subject  of  finance  he  has  got  to  put  it  back  hard  against 
the  financial  classification.  To  my  mind,  a  man's  heart  is  the  clearing 
house  of  the  body;  it  peruses  all  of  the  ailments  of  the  blood  for 
purification  and  then  it  is  pumped  back  even  to  the  very  tips  of  the 
fingers  and  thus  does  its  life  work. 

I  think  of  the  clearing  house  as  a  meeting  place  to  r^leniah  the 
countless  ailments  of  credit  that  flow  into  it,  then  by  a  system  of  re-ad- 
justment and  balance  they  are  purified  and  pumped  back  to  the  life 
of  the  commercial  world.  I  know  over  and  over  againi  disease  is  often 
diagnosed  as  heart  trouble  when  as  a  matter  of  fact  the  trouble 
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originated  somewhere  in  the  liver,  or  kidneys,  lungs  or  even  in  the 
tips  of  the  fingers  and  as  a  matter  of  fact  the  heart  simply  registers 
the  same  business  influence  in  the  body.  I  understand  that  is  just 
a  function  of  the  clearing  house. 

The  clearing  house  itself  is  not  the  financial  treasury  but  the  admin- 
istrator of  the  financial  world.  The  heart  of  the  financial  world  shows 
symptoms  of  disease  sometimes;  then  we  laymen  put  down  the  papers 
and  pick  up  the  clearing  house  report  for  the  week.  According  to  the 
rise  or  fall  of  the  figures,  we  see  we  have  got  bit  and  feel  we  know 
all  about  it.  As  a  matter  of  fact,  I  believe  you  experts  as  well  as 
we  laymen  have  over  and  over  again  made  the  mistake  of  looking 
simply  at  the  face  of  figures.  Money  in  itself  has  no  value,  money 
is  only  the  representative  of  value.  Money  is  only  the  term  of  ex- 
change and  until  one  has  been  enabled  to  look  at  it  in  figures  and 
through  figures  and  to  read  that  which  is  back  of  it,  for  which  it  is 
significant,  and  for  which  it  stands,  we  are  not  doing  our  duty  to 
ourselves.  I  insist  that  any  man  who  is  going  to  be  generally  sueoees- 
ful  in  the  great  financial  world  must  have  that  something  that  we 
call  acumen.  I  insist  that  he  should  be  able  to  look  through  figures 
and  see  the  great  human  element  back  of  the  figures  and  give  the 
figuree  their  actual  value  and  significance.  I  insist  that  he  should 
have  a  mind  so  sensitive  that  he  could  run  the  whole  gamut  of  the 
scale  of  human  emotion,  because  after  all  it  is  that  dynamo  that 
drives  the  wheels  of  the  world's  commerce. 

I  often  think  the  human  heart  has  the  title  of  clearing  house  and 
at  the  end  of  a  banking  day  is  so  sensitive  that  it  becomes  conscious 
of  the  himian  element  like  that  countless  current  of  checks  passing 
through  like  a  panorama  of  life.  If  checks  could  talk,  how  you  would 
hear  the  story  of  life!  Here  is  a  young  life  itself,  planning  for  its 
future,  and  grows,  and  this  plan  further  pictures  the  head  of  a  home; 
and  here  is  a  check  that  is  the  picture  of  parental  life;  and  here  is 
a  check  with  all  the  throbs  of  human  sympathy  with  the  object  of 
preparing  for  the  day  when  winds  and  storms  descend;  here  are  cheeks 
that  tell  the  story  of  great  institutions  that  are  growing  slowly  but 
surely  to  extend  their  arm  in  happy  production  of  some  great  need  in 
the  world.  Here,  I  maintain,  is  after  all  the  very  heart  of  your 
community. 

I  want  to  tell  you  the  banker  is  a  lender,  is  a  trustee,  and  if  you 
will  let  me  coin  the  word,  a  truster.  He  must  make  a  position  in  his 
community  and  he  must  create  credit  in  his  community.  He  is  the 
most  oonstructive  person  in  the  entire  community  in  the  building 
of  its  character.  Ah,  then  the  banker  himself  is  to  be  trusted!  But  I 
maintain  that  no  man  can  ever  measure  up  to  his  trust  until  he  knows 
the  value  of  that  which  is  entrusted  to  him. 

I  tell  you  a  dollar  can  be  a  dollar  and  tainted,  but  nevertheless  a 
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dollar  can  be  redeemed  with  ideas,  with  honor  and  morality.  Now  baek 
yonder  in  1917,  when  we  were  entering  the  great  war,  the  world  said, 
'They  are  merely  a  nati(m  of  money  makers."  Yes,  we  are  a  natioii  of 
mon^  makers^-and  I  repeat  it  witii  pride.  Ah,  hut  those  who  sneered 
didnt  know  the  meaning  of  money.  They  didn't  know  what  American 
money  represented.  Our  first  great  act  was  the  great  loan  to  our 
Allies.  Bankers  of  America,  when  we  poured  our  nation  into  France, 
we  poured  our  faith  into  France.  We  didn't  simply  say,  **We  believe 
France  will  live."  We  said  we  believed  France  ought  to  live.  Our 
men  followed  the  pathway  of  our  faith — ^two  million  in  khaki,  the 
vanguard  of  the  army  that  was  to  follow  and  encounter  death  at 
Chateau  Thierry,  with  never  a  backward  st^  until  it  had  crossed 
the  Meuse.    (Applause). 

I  said  you  ought  to  guard  credit.  This,  sirs,  was  told  me  by  one 
of  your  very  prominent  members  some  years  ago.  Back  yonder  in  a 
southern  state  is  a  boy.  He  took  some  insurance  policies,  and  went 
in  to  see  the  leading  banker  of  some  commimity  and  he  said,  "1  want 
to  borrow  five  hundred  dollars."  The  banker  said  to  him  very  quickly, 
as  he  looked  him  in  the  eyes,  "Certainly,  I  will  lend  it  to  you."  They 
arranged  the  note  and  the  boy  handed  him  his  insurance  policy.  The 
banker  put  it  aside  and  smiled,  and  he  said,  "I  dont  want  that;  if 
I  needed  that  in  order  to  get  my  five  hundred  dollars  bade  I  would 
not  loan  you  the  five  hundred."  The  boy  got  up  from  there  and  put 
his  collateral  in  his  pocket  and  walked  out,  with  his  head  a  little  bit 
higher  than  ever  before  with  the  consciousness,  my  name  is  worth  five 
hundred  dollars,  by  Oeorge,  I  will  make  it  worth  a  tiiousand! 

Do  you  know  the  credit  of  fairyland?  The  credit  of  fairyland  is 
this:  That  to  be  responsible  one  must  first  be  loved.  Can  I  para- 
phrase that  in  finance?  To  be  trustworthy  one  must  be  trusted. 
Character  isn't  bond.  Character  cannot  be  manufactured.  Character 
grows.  Innocence  isn't  character.  You  never  test  the  temper  of  a 
soul  until  you 'trust  it. 

There  stands  young  manhood  upon  the  very  threshold  of  business. 
Oh,  what  latent  possibility  for  good  or  for  evil,  what  trials,  what 
carefulness  follows  to  guard  failure  or  success.  Young  manhood  stand- 
ing there  facing  the  crowd,  greeting  that  crowd  in  the  funotiona  of 
society.  I  say  to  you,  trust  them.  It  is  a  splendid  adventure  in  the 
realms  of  finance  and  notwithstanding  this,  it's  real  adventures  that 
pays  our  banks.  I  would  God  that  our  United  States  Senate  oould 
catch  this  principle.  There  stands  today  the  young  demoeracy  of  the 
world.  We  have  been  asked,  do  you  believe  in  Democracy  and  young 
Democracy  of  the  world  says  to  America,  come,  let  us  link  together 
by  faith  and  Democracy  for  the  pernument  business  of  the  world.  Is 
that  America's  voice  we  hear  in  the  chamber  repeating  its  creed, 
withholding,    stammering,    hesitating?     I    believe,    but   our    belief   is 
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conluMd  with  resenraiions.  Now  I  know  that  was  not  the  roice  of 
Aiaeriea.  I  will  tell  you  where  we  heard  the  voice  of  America.  We 
heard  the  voice  of  Amw  ica  when  our  boys  went  over  the  top  at  St. 
Mihiel  and  out  in  the  Argonne  Forest  to  a  hell  without  any  reserva- 
tions.   (Applause). 

Ill  tell  you  when  we  heard  the  voice  of  America,  we  heard  it  when 
the  bankers  of  America,  without  any  reservations  whatsoever,  had 
faith  enough  in  American  ideals  to  underwrite  American  honor  without 
reservations,  for  the  American  bankers  enabled  this  great  nation  of 
ours  to  build  our  buildings  upon  the  altar  of  liberty,  when  you  enabled 
us  to  pay  our  own  way  from  New  York  to  Sedan  and  never  asked  the 
world  for  one  dollar  in  return.  Oh,  this  is  no  more  foreign  land, 
France  is  doubly  ours  today,  a  plot  there  throbs  with  the  heart  of 
Americans  asleep.  There  our  mortal  dead  are,  and  I  stand  here  today 
and  I  dare  assert  that  there  are  a  million  khaki  clad  companions 
who  have  not  forgotten  the  faith  that  leads  to  that  place  where  their 
brothers  lie  fallen  in  France  and  who  are  ready  to  pledge  themselves 
today  without  any  reservations  whatsoever  that  if  the  Hell  of  a  Hun 
ever  threatens  to  desecrate  those  graves,  greater  Huns  shall  once 
again  pay  the  penalty  of  death  by  those  who  believe  in  American 
ideals  without  any  reservations. 

R^resentatives  of  the  Bankers  of  America,  I  salute  you  on  tlie 
beginning  of  a  new  year's  work.  I  have  plead  for  the  spirituality 
of  finance  as  I  bid  you  Godspeed  for  another  year.  I  have  simply 
this  to  ask  you,  that  you  see  to  it  that  your  clearing  house  remains 
the  heart  of  your  financial  system.    (Applause) . 

At  ituB  point  the  meeting  was  adjourned. 

A  paper  by  Wayne  Hummer,  president  La  Salle  National 
Bank,  La  Salle,  Illinois,  on  *The  Need  for  Clearing  Houses  in 
Smaller  Communities/'  was  read  to  the  meeting  by  B.  F. 
McNally  in  the  absence  of  Mr.  Hummer.    The  paper  follows. 


THE  NEED  FOR  CLEARING  HOUSES   IN   SMALLER 
COMMUNITIES 

Waynb  HuiOIEB 

Four  years  ago  at  Seattle  I  had  the  pleasure  of  listening  to  an  ad- 
dress on  county  clearing  houses  hy  R.  F.  McNally,  now  of  St.  Louis, 
and  so  impressed  was  I  by  his  eloquent  words  that  upon  my  return 
home  I  told  my  banker  friends  that  an  organization  of  this  kind  was 
just  what  we  needed  in  our  own  district.  At  that  time  we  were  all 
on  friendly  terms,  but  some  of  us  had  little  more  than  a  speaking  ac- 
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qnAintanoe  with  one  anotiier.  As  for  oo-operatkm,  we  simidy  did  not 
know  the  meaning  of  the  word,  at  leaist  so  far  as  local  bank  co- 
operation was  concerned.  A'  short  time  later  an  invitation  to  dianer 
was  extended  to  all  the  bankers  in  our  community,  and  before  dinner 
was  over^  we  had  formed  the  Tri-City  Clearing  House  Alsociation, 
comprising  the  six  banks  of  LaSalle,  Peru  and  Oglesby,  Illinois,  towns 
which  adjoin  one  another. 

Words  cannot  tell  how  much  this  organisation  has  meant  to  us. 
But  if  I  were  asked  to  state  its  advantages,  I  should  place  ahead 
of  all  else  the  fact  that  the  bankers  of  our  community  maw  really 
know  one  another.  We  are,  in  fact,  the  very  best  of  friends,  and  ooee 
there  is  this  kind  of  a  spirit  it  is  needless  to  say  that  all  else  is  easy 
of  accomplishment.  We  have  a  set  of  by-laws,  but  they  contain  no 
hampering  features,  no  rigid  rules  and  regulaticms.  Action  of  any 
kind  can  be  taken  only  with  the  unanimous  consent  of  all  the  banks. 
We  have  a  president,  vice-president,  a  secretary-treasurer  and  we  bold 
regular  monthly  meetings,  first  at  one  bank  and  then  at  anotiier. 
There  is  little  or  no  expense  involved,  there  being  a  nominal  member- 
ship fee  of  ten  dollars.  When  additional  funds  are  needed,  we  simply 
levy  an  assessment. 

At  tiiese  monthly  meetings  each  bank  is  represented  by  one  and 
sometimes  by  more  than  one  official,  and  we  discuss  everything  of 
common  interest.  Not  the  least  important  matter  that  eomes  up 
before  nearly  every  meeting  is  the  question  of  loans  to  individuals 
who  go  from  one  bank  to  another  seeking  accommodations.  Before  the 
organisation  of  our  association  we  had  no  way  of  cheeking  this  abose^ 
but  now  each  bank  presents  a  list  of  names  of  borrowers  at  the  meet- 
ing, or  of  those  that  he  may  desire  to  inquire  about^  and  we  have  not 
infrequently  discovered  that  some  of  our  ''good  customers"  were  also 
"good  customers"  of  two  or  three  of  the  other  banks.  The  remedy  in 
cases  of  this  kind  is  simple,  and  it  is  certainly  advantageous  to  find 
out  about  such  practices  before  they  go  too  far. 

There  are,  as  you  know,  also  some  individuals  who  say,  if  you  will 
not  do  it  for  me,  the  bank  across  the  street  win.  A  few  years  ago  the 
conoession  asked  for  was  usually  granted  in  order  to  retain  the  basiness, 
but  today,  at  least  that's  the  way  we  do  it,  we  call  up  the  bank  across 
the  street  and  say,  "If  you  will  help  us  out,  we'll  appreciate  it,  and 
well  do  the  same  for  you."  The  incident  is  then  usually  elosed  and 
instead  of  playing  one  bank  against  another  without  profit  to  either, 
the  customer  and  the  bank  usually  get  together. 

In  order  that  the  meetings  of  our  association  might  be  of  more 
value  to  us,  we  decided  at  our  last  meeting  to  faring  up  for  discussion 
at  each  ef  our  winter  meetings  certain  subjects  in  which  we  were 
all  interested;  and  a  committee  was  appointed  for  the  purpose  of  pre- 
paring a  list  of  subjects  and  of  arranging  for  one  or  two  bank  repre- 
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•entatirea  or  ofBoimls  to  lead  the  diacuBsion.  We  bad  talked  of  tkii 
before,  tmt  last  winter  most  of  the  time  of  oar  meetings  waa  takea 
up  with  the  discnseion  and  working  out  plans  for  doing  our  part  of 
the  war  financing,  and  largely  through  the  efforts  of  our  association, 
not  only  our  own  district,  but  the  entire  county  over-subscribed  all  of 
the  Liberty  Loan  and  certificate  of  indebtedness  issues.  When  the . 
government  first  called  upon  the  banks  for  assistance  our  association 
volunteered  its  services,  and  the  county  diairmen  for  the  Liberty  Loan 
and  certificate  of  indebtedness  campaigns  were  both  officials  of  banks 
of  our  local  Clearing  House  Association.  I  merely  mention  this  to 
show  how,  because  of  our  organization,  we  were  in  a  position  to  act  at 
once  and,  therefore,  able  to  render  some  assistance  to  the  government 
when  it  was  most  needed. 

When  a  number  of  progressive  bankers  began  preaching  the  doctrine 
of  country  clearing  houses  a  few  years  ago  many  other  committees  were 
quidc  to  realize  the  advantages  of  cotmtry  clearing  house  associations, 
and  there  are  today  upwards  of  two  hundred  and  fifty  clearing  house 
asaociationB  in  the  country.  However,  I  regret  to  state  that  there 
are  many  more  communities  with  three  or  four  or  more  banks  where 
there  is  no  organization,  and,  what  is  even  worse,  in  some  of  these 
communities  the  bankers  are  not  even  on  friendly  terms. 

The  first  question  that  is  usually  asked  in  connection  with  these 
associations  is  how  to  go  about  their  organization.  I  have  already 
told  you  about  the  Clearing  House  Association  in  my  own  community 
and  I  cannot  see  why  the  problem  should  be  more  difficult  elsewhere, 
although  possibly  a  more  rigid  set  of  by-laws  might  be  advisable.  In 
any  event,  our  plan  shows  clearly  how  banks  in  a  small  community 
can  co-operate  through  a  local  clearing  house  association.  The  Clearing 
House  Seetion  of  the  American  Bankers  Association  is  prepared  to 
send  proposed  by-laws  and  any  other  information  that  may  be  desired 
in  connection  with  the  organization  of  an  association.  It  is  in  reality  a 
simple  matter  to  form  an  organization.  If  one  progressive  banker 
in  any  vf  the  smaller  communities  of  the  country  today  would 
undertake  the  organization  of  a  country  clearing  house  associa- 
tion there  is  little  doubt  that  his  efforts  would  bring  about  the  desired 
results,  because,  as  I  have  pointed  out,  conditions  have  gradually 
altered  during  the  past  few  years. 

Another  question  is,  what  are  the  problems  that  can  be  solved 
or  how  can  banks  co-operate  through  an  organization  of  this  kind? 
I  have  already  mentioned  the  important  subject  of  loans,  and  the  old 
abuse  of  playing  one  bank  against  another,  also  how,  when  it  is  neces- 
sary for  the  banks  to  work  together,  as  was  well  illustrated  during  the 
Liberty  Loan  campaign,  a  community  where  the  banks  are  organined 
are  decidedly  in  a  more  advantageous  position.  Then  there  is  the 
question  of  interest  on  deposits,  often  the  cause  of  friction  between 
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banks;  the  depoeit  of  public  funds  frequently  not  pro-rated  between 
the  banks;  the  oharges  for  handling  oollecti<Mi8  and  also  aeeount*  where 
the  average  balance  falls  below  a  certain  amount;  opening  and  cloaing 
hours;  the  policy  to  be  adopted  in  connection  with  answering  inquiries. 
This  is  a  courtissy  extended  by  all  banks,  but  it  is  frequently  abused, 
especially  by  the  mercantile  agencies.  Then  there  is  tiie  question  of 
the  policy  to  be  adopted  in  connection  with  the  safekeeping  of  securities 
and  the  rental  to  be  charged  for  safety  deposit  boxes,  not  to  mention 
many  other  proUems  which  come  up  from  time  to  time. 

I  do  not  mean  to  say  that  a  clearing  house  association  will  soH^e 
all  of  these  problems  at  once,  but  most  of  the  abuses  can  be  corrected 
and  there  are,  indeed,  few  if  any  problems  that  cannot  in  time  be 
solved. 

The  economies  alone  that  can  be  effected  in  the  clearing  of  items 
where  the  volume  is  large,  are  enough  to  warrant  the  formation  of  a 
olearing  house  association.  In  some  of  the  smaller  communities,  how- 
ever, this  function  is  not  so  important,  but  in  solving  problems  such 
as  those  previously  mentioned,  many  abuses  are  not  only  prewited,  but 
economies  as  well  are  effected. 

These  organizations  operate  almost  without  effort  on  the  part  of 
anyone.  The  by-laws  provide  for  the  time  and  place  of  the  meetings 
and  these  may  be  altered  or  amended  at  any  regular  meeting,  provided 
all  agree,  and  as  to  exp^ise,  there  is  practically  no  additional  expense. 
What  expense  there  is  would  in  all  likelihood  be  incurred  anyway, 
but  instead  of  being  paid  by  each  bank  individually  where  all  the 
banks  are  interested,  as  would  be  the  case  where  there  is  no  associatioB, 
the  secretary  of  the  association  now  pays  the  bills,  and  as  his  duties  are 
not  much  of  a  burden,  he  is  usually  glad  to  serve  without  compensa- 
tion. 

Although  the  subject  of  my  address  is  "Country  Clearing  Houses," 
country  bank  co-operation  is  really  what  we  are  after,  and  I,  therefore, 
want  to  take  this  opportunity  to  tell  you  something  about  Illinois 
county  federations.  The  main  purposes,  in  fact,  of  the  county  federa- 
tion and  country  clearing  house  are  almost  identical  in  that  each 
is  organized  primarily  for  discussion  and  working  out  plans  for  the 
solution  of  banking  problems. 

For  the  past  few  years  I  have  been  Chairman  of  the  Committee  on 
County  Federations  of  the  Illinois  Bankers'  Association,  and  during 
this  time  our  committee  has  organized  county  federations  in  some 
forty  counties.  Although  two  or  three  years  ago  it  was  at  times 
difficult  to  arouse  sufficient  interest,,  to  get  even  a  majority  of  the 
bankers  in  a  county  togeth^,  conditions  have  gradually  altered  and  it 
is  now  a  comparatively  simple  matter  to  organize  a  oounty  federation, 
and  for  this  reason  I  am  sure  we  are  going  to  see  more  eo-<^»eration 
between  country  bankers  in  the  future  than  in  the  past.     During  the 
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Liberty  Loan  and  other  campaigns  of  a  similar  nature  thej  were 
thrown  together  and  became  acquainted  with  one  anotiier. 

These  first  federation  meetings  are  usually  of  especial  interest^  for 
bankers  who  for  years  have  lived  ten  or  twenty  miles  apart  often 
meet  each  other  at  these  meetings  for  the  first  time,  and  almost  in- 
▼ariably^  they  end  up  with  an  enthusiastic  endorsement  of  the  county 
federation  idea. 

Our  county  federations  in  Illinois  are  contributing  in  no  small 
measure  to  making  the  Illinois  Bankers  Association  a  great  organisa- 
tion. Ninety  per  cent  of  the  counties  are  now  organized.  Tliey  hold 
spring  and  fall  meetings  at  which  there  is  a  freedom  of  discussicm 
of  current  banking  problems,  not  possible  at  state  or  even  group 
meetings.  Some  time  in  the  near  future,  we  are  planning  to  have  a 
meeting  of  the  county  chairmen  of  these  organizations.  Country  bank 
co-operation  will  be  the  keynote  of  this  convention,  and  one  of  the 
main  purposes  of  the  meeting  is  to  work  out  a  definite  plan  for  the 
organization  of  country  clearing  houses  through  the  county  federations. 
Without  complete  harmony  and  co-operation  between  the  banks  in  the 
smaller  c<»nmunities,  the  county  federations  will  be  hampered  in  all 
their  work.  We  hope,  even  in  conununities  where  there  are  only  two 
or  three  banks,  to  induce  these  banks  at  least  to  work  together  toward 
keeping  the  local  situation  in  hand. 

It  has  always  been  a  comparatively  easy  matter  to  induce  the  banks 
in  the  cities  and  larger  communities  to  support  our  state  association, 
but  this  has  not  always  been  the  case  with  the  banks  in  the  smaller 
communities  and  rural  districts.  We  want  every  bank  in  Illinois  to  be 
a  member  of  our  association,  and  in  order  to  interest  the  banks  not 
already  members,  we  realize  that  we  have  to  do  something  for  them 
and  this  we  are  trying  to  do  through  cotmly  federations. 

The  following  incident  is  an  illustration  of  the  actual  results  being 
accomplished  by  lUinoiB  county  federations.  Less  than  a  year  ago 
I  called  upon  the  bankers  in  one  of  our  prosperous  Illinois  cities, 
which  was  the  county  seat,  and  asked  them  to  act  as  hosts  to  the 
other  bankers  in  the  county  in  order  that  we  might  organize  a  county 
federation.  Much  to  my  surprise  I  found  that  the  bankers  in  this 
community  were  not  even  on  speaking  terms.  In  fact,  they  had  not 
spoken  for  twenty  years,  that  is,  two  of  the  bankers.  Their  quarrel 
grew  out  of  the  desire  of  each  to  obtain  the  administration  of  a  certain 
estate.  After  some  persuasion,  however,  they  consented  to  act  as 
hosts  to  the  other  bankers  in  the  county  and  at  the  dinner,  in  the 
presence  of  their  friends,  shook  hands  and  buried  the  hatchet  forever. 

Illinois  bankers  are  now  acquainted  with  the  bankers  in  the  neigh- 
boring communities.  They  are  working  together  for  their  mutual  in- 
terest, and  the  day  is  not  far  distant  when  these  organizations  are 
going  to  exert  a  far  more  potent  and  beneficial  influence  than  at  present. 
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M  stated  previously,  onr  work  of  organization  is  now  nearly  complete. 
A  meeting  to  be  held  in  Chicago  will  be  called  some  time  in  the 
near  future  of  all  the  county  chairmen  and  at  this  meeting  we  iateiid 
to  work  out  some  plans  for  definite  and  uniform  action  tiiron^iout 
the  state. 

How  well  I  hare  succeeded  in  impressing  upon  you  the  need  for 
•ountry  clearing  houses,  I  do  not  know.  This  much,  however,  I  am  sure 
of,  and  I  know  that  you  will  agree  witii  me.  The  country  banker  of 
America  has  a  great  responsibility,  greater  now  than  ever  before.  Fre- 
quent eonferences  with  fellow  bankers  will,  I  claim,  make  the  country 
banker  a  broader,  bigger  and  better  man,  and  he  will  thereby  be  better 
Miabled  to  fulfill  his  mission  as  adviser  and  counsellor  of  his  euBtomers. 

In  fact,  the  country  banker  must  extend  his  vision  far  beyond  the 
boundaries  of  his  own  locality.  We  find  the  problems  of  the  world 
at  our  very  door  step.  These  must  be  solved  and  the  country  banker  of 
America  must  not  shirk  his  responsibility. 

SECOND  SESSION 

The  second  session  of  the  Clearing  House  Section  was  held 
in  the  Statler  Hotel  and  was  called  to  order  by  President 
McAdams  at  2  o'clock  p.  u.,  Wednesday,  October  1. 

Pbbsibent  Mo  Adams:  Any  introduction  of  our  first  speaker 
this  afternoon  to  American  bankers  is  absolutely  unnecessary. 
I  am  sure  I  voice  the  sentiment  of  all  others  when  I  say  that 
we  are  delighted  to  have  the  pleasure  of  welcoming  to  the 
Clearing  House  Section  perhaps  the  greatest  outstanding  figure 
of  American  banking  life,  who,  perhaps,  has  done  as  much 
constructive  work  for  real  banking  as  any  other  man  in  this 
country,  Mr.  George  M.  Beynolds  of  Chicago.  We  are  partic- 
ularly fortunate  in  having  Mr.  Reynolds  speak  upon  a  subject 
80  important  to  us  at  this  time,  ^'Domestic  Construction 
Problems.''    (Applause.) 

DOMESTIC  BECONSTBUCTION  PROBLEMS 
OsoBOB  M.  Beynolds 

At  the  very  outset  of  my  remarks  I  want  to  declare  my  pleasort 
!■  being  able  to  be  with  yon  today  and  renew  the  old  time  aoquaintaaees 
m  the  American  Bankers  Association.  I  think  it  was  thirty  years  a^ 
49uit  I  first  began  attending  the  American  Bankers  Assoeiation  eotnreii- 
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tions,  since  which  time  the  annual  conyentions  of  the  Aasooiation  haa 
been  about  the  most  pleasurable  event  I  have  to  look  forward  to.  I 
have  often  said  that  this  Association  has  presented  the  avenue  into 
which,  and  throu^^  which  the  young  bankers  of  America  have  been 
enabled  to  express  themselves,  and  it  has  been  the  route  through  which 
th^y  have  traveled  to  promotion  and  advancement  in  their  own  respee- 
tive  sphere  of  activity.  I  feel  complimented  that  there  is  anybody 
here  today  to  listen  to  a  talk  as  warm  as  the  weather  is,  and  I  have 
not  come  with  any  prepared  speech  to  read  to  you.  I  have  come  im 
the  spirit  of  just  having  a  heart  to  heart  talk  in  the  way  of  a  conversa- 
tion and  discussing  several  things  that  appear  to  me  to  be  very  im- 
p<vtant  in  our  industrial  and  commercial  life  at  this  time. 

I  am  glad  that  I  am  a  banker.  I  congratulate  you  gentlemen  upon 
your  being  members  of  this  profession.  I  say  this  for  many  reasons, 
for  without  doubt  it  is  found  that  the  conduct  of  the  average  banker 
during  the  war,  and  the  willingness  with  whi<^  he  has  gone  to  sacrifice 
and  the  patriotic  endeavor  which  he  has  put  forth  to  help  the  govern- 
ment in  every  possible  way  was  no  small  factor  in  the  wcmderful  achieve- 
ments of  this  country.  Secretary  Daniels  said  in  Chicago  a  year  age 
that  the  counting  rooms  of  the  banks  of  the  country  were  the  clearing 
houses  of  patriotism,  and  I  think  you  gentlemen  are  willing  to  agree 
with  me  that  that  statement  was  well  spoken. 

I  am  not  here  today  with  any  recipe  which  I  am  willing  to  recommend 
as  a  sure  cure  for  all  of  the  troubles  and  the  ails  that  exist  in  our 
commercial  and  industrial  life.  We  have  many  problems  which  are 
important  in  our  financial,  industrial  and  commercial  work.  I  think 
as  bankers  you  will  realize  that  a  discussion  of  any  one  of  these  prob- 
lems would  require  a  very  much  longer  time  than  has  been  allotted  to  any 
one  of  these  speakers.  Therefore,  we  must,  in  discussing  the  matter, 
be  rather  general  in  our  terms  and  discuss  those  things  which  perhaps 
touch  the  greatest  number  of  people  in  this  country.  We  have  many 
important  problems.  One  of  the  most  important  and  perhaps  one  of 
the  longest  standing  is  the  railroad  problem.  I  don't  propose  to 
suggest  any  remedy  for  that  because  Congress  has  that  particular 
matter  in  hand  at  this  particular  time.  It  seems  to  me  that  the 
ultimate  settlement  of  the  railroad  question  which  carries  with  it 
flnalify  and  brings  satisfaction  to  the  public  presupposes  a  state  of 
public  opinion  which  considers  that  the  public  must  pay  freight  accord- 
ing to  the  character  of  service  which  it  demands. 

To  my  mind  the  railroad  question  will  be  easily  and  quickly  solved 
whenever  the  bulk  of  the  people  of  the  United  States  tmderstand  thai  it 
is  *  law  in  economics.  I  think  one  of  the  greatest  troubles  in  the  treat- 
ment of  the  railroad  problem  has  been  the  fearless,  I  may  say  the 
reckless  way,  in  which  it  has  been  studied,  because  each  man  or  each 
set  of  men  representing  different  characters  of  business  or  different 
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olaseeB  of  citizens  has  yiewed  it  differently.  Nearly  every  Chamber 
of  Gommeree  in  the  United  States,  and  almost  every  oi^  of  any  size  has 
a  Chamber  of  Commerce,  has  employed  among  others  an  expert,  whose 
duty  it  is  to  study  proposed  rates  of  freight,  and  whose  purpose  it  is  to 
keep  these  freight  rates  down.  In  other  words,  I  think  we  have  been  giv- 
en to  viewing  the  situation  too  much  from  the  standpoint  of  the  theory 
that  it  is  all  right  for  me  as  a  shipper  to  have  my  goods  hauled 
the  distance  it  may  be  necessary  at  a  fair  price,  but  if  I  take  the 
point  of  view  that  I  expect  these  goods  to  be  hauled  at  a  price  lower 
than  will  pay  for  the  service  in  expediting  the  transfer  of  these 
goods  it  seems  to  me  it  is  certain  to  result  in  disappointment  some- 
where. Under  the  laws  of  economics  the  service  must  be  paid  for 
in  a  price  which  will  be  proportionate  to  the  amount  of  service  given. 
We  have  required  the  railroads  to  give  us  more  and  mon  luxurious 
aoeommodations  so  far  as  traveling  is  concerned,  but  we  have  wanted 
dieaper,  and  cheaper  rates  all  the  time.  Personally  I  believe  that  the 
whole  question  of  the  settlement  of  the  railroad  problem  in  the  kag 
run  must  come  through  a  sound  imderstanding  by  the  publie  and  the 
making  of  a  sound  public  opinion  which  will  recognise  sound  and 
economical  law.  When  that  time  comes  our  people  will  have  no  tronUe 
in  solving  the  problem. 

The  railroads  employing  as  they  do  such  a  large  number  of  mm 
•n  the  one  hand,  and  having  such  large  purchases  of  steel  and  iron 
and  different  commodities  on  the  other,  are  important  factors  in  our 
industrial  and  commercial  life,  and  I  venture  the  assertion  that  the 
situation  in  a  business  way  will  never  be  entirely  satisfactory  until 
this  question  has  been  settled  and  settled  fairly  and  substantially; 
so  we  can  go  forward  without  all  this  talk  of  railroads  and  all  this 
discussion  which  we  have  had  in  recent  years. 

We  have  many  other  problems  which  are  important,  that  like  tiie 
railroad  question  they  are  more  or  less  difficult  of  solution.  At  the 
moment,  as  you  all  know,  there  is  stagnation  in  our  foreign  business. 
This  is  due  very  largely  to  the  condition  that  exists  alnroad  throughout 
the  many  countries  that  have  been  at  war.  Almost  every  country  in 
Europe  is  looking  toward  the  United  States  at  this  time  in  the  hope 
that  she  may  secure  credit  and  thereby  secure  the  necessary  help  to 
enable  her  to  begin  solving  the  problems  in  reconstruction  whidi  are 
so  important  to  them,  and  indirectly  so  important  to  us.  I  thiidL 
almost  every  speaker  that  has  spoken  at  this  convention  thus  far  has 
referred  to  the  fact  that  until  we  can  open  up  trade  with  Europe  we 
eannot  hope  to  reach  that  full  measure  of  success  which  this  oountrj 
is  destined  to  enjoy,  and  which  we  have  enjoyed  in  the  past.  It  is  a 
very  easy  matter  to  say  we  must  extend  credit  to  Europe.  But  as  a 
banker  I  have  been  spending  perhaps  half  of  my  time  lately  looking 
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into  tlie  TariouB  applicationB  for  credit  which  have  come  from  the 
other  side,  and  I  am  frank  to  confess  that  the  more  I  see  of  the  situa- 
tion the  more  I  am  at  a  losa  how  to  liandle  the  problems. 

So  far  as  the  extension  of  credit  of  those  countries  is  concerned, 
I  think  ererj  banker  in  this  country  realizes  the  necessity  of  the 
extensicm  of  American  trade  to  Europe.  I  think  erery  banker  would 
be  very  glad  to  co-operate  in  the  extension  of  that  credit,  but  the 
q[uestion  is  to  know  how  it  is  to  be  done  and  done  safely.  It  would 
be  of  no  advantage  to  this  country  to  extend  credit  to  Europe,  if  in  so 
doing  we  get  ourselves  in  a  worse  condition.  I  am  coming  more  and 
more  to  feel  that  this  helpfulness  to  Europe,  which  they  so  much 
need  and  for  which  they  are  depending  on  us,  must  come  in  some  large 
co-operative  way  in  which  the  banks  of  the  country  will  work  as  a 
whole.  Some  discussion  has  been  had  with  reference  to  the  organization 
of  large  corporations,  representing  possibly  a  hundred  million  dollars 
of  capital,  the  purpose  being  to  help  these  particular  lines  of  industry 
finance  their  own  sales  to  Europe.  In  other  words,  it  has  been  sug- 
gested that  possibly  through  the  organization  of  a  corporation  of  this 
Idnd  by  the  cotton  men  of  the  south,  they  could  assist  their  cotton 
men  in  financing  their  sales  abroad,  and  so  on  down  the  line.  This 
scheme  or  plan  contemplated,  originally  at  least,  the  organization  of 
another  large  and  more  important  corporation  of  perhaps  a  billion 
dollars  capital  in  which  bai^  of  the  whole  country  would  be  invited 
to  join,  and  there  was  to  be  still  further*  assistance  on  the  part  of  the 
government.  The  purpose  of  the  organization,  with  a  billion  dollars 
capital,  was  to  help  the  smaller  corporations,  of  about  a  hundred 
million  dollars  capital,  to  do  financing  of  various  lines  of  industry. 
This  corporation  in  turn  could  fall  back  on  the  government  for  co- 
operation. This  is  not  an  original  thought  with  me,  and  I  might 
not  be  giving  it  to  you  as  clearly  as  it  may  be  expressed  by  others 
who  have  the  work  in  hand.  I  am  not  going  to  try  to  elaborate  upon 
that 

It  is  my  purpose  to  taUc  about  something  else  rather  closer  home. 
At  the  moment  I  only  brought  this  out  for  thoughtful  attention  in  the 
future  and  say  frankly  I  only  believe  it  is  through  united  efforts  and 
throu^  co-operation  of  a  number  of  banks  that  this  financing  can  be 
done  upon  a  scale  at  all  helpful.  Under  the  existing  conditions,  if 
you  sell  your  goods  abroad,  you  are  paid  in  foreign  money,  and  that 
money  has  depreciated.  A  man  here  in  St.  Louis  told  me  yesterday 
he  had  a  small  transaction  abroad.  He  had  been  paid  in  the  mon^ 
of  the  country  in  which  goods  had  been  sent,  and  when  the  man  dis- 
counted the  money,  to  turn  it  into  American  dollars,  the  discount  was 
such  that  after  he  made  the  transfer,  he  lost  six  thousand  dollars  in 
the  transaction  in  which  he  expected  to  make  a  fair  profit  People 
from  the  country  may  not  appreciate  the  importance  of  this,  but  it 
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is  an  important  thilig  because  if  the  American  mari&et  could  g^  bade 
to  its  old  time  basis  of  production  we  may  have  those  markets  open, 
otherwise,  we  will  have  no  place  where  we  can  send  goods  for  sale. 

One  of  the  other  problems  concerning  us  at  this  time  is  the  auooess- 
ful  transportation  of  large  products  abroad,  even  though  we  may 
find  some  way  of  financing  it.  I  know  I  am  not  striking  a  popular 
chord  when  I  am  talking  to  people  of  the  agricultural  section  of 
the  coimtry  on  the  topic  of  merchant  marine.  In  the  transportation 
of  American  products  to  Europe  from  1914  until  the  time  we  got 
into  the  war,  the  farmer  in  the  agricultural  district  would  have  beoi 
the  greatest  beneficiary.  But  this  question  of  exchange  is  one  that  is 
very  discouraging.  The  German  mark  has  been  down  as  low  as  a  trifle 
over  four  cents;  its  normal  value  is  twenty-four.  The  lira  of  Italy 
is  sold  pnder  ten  cents — ^I  meaa  quoted  wid&r  ten, — and  so  it  is  in 
practically  all  of  the  central  European  countries.  The  mon^  ciren- 
lating  in  these  countries  is  paper  currency  and  has  depreciated  in 
value  to  such  an  extent  that  it  is  impossible  for  an  American  to 
trade  with  them  upon  this  basis.  I  know  of  one  concern  in  our  city 
that  has  twenty-four  billion  marks  due  it  on  business  already  sent 
over  there,  and  they  are  skirmishing  around  now  to  see  how  they  can 
get  their  marks  turned  into  money,  with  very  little  prospect  of  a 
satisfactory  solution  of  the  problem. 

Now,  we  have  a  great  many  problems.  One  of  the  things  that  comes 
closest  home  is  the  high  cost  of  living.  Surely  it  is  the  principal 
topic  of  talk.  These  problems  are  all  economic.  We  have  one  other 
outstanding  problem  which  to  my  mind  is  more  important  than  any 
or  even  all  of  these  economic  problems.  That  is  the  tendency  of  the 
American  people  toward  socialism  and  bolshevism.  We  have  bulbj 
pleasant  memories  of  the  glories  of  the  days  gone  by,  so  far  as  adiieve- 
ments  of  this  country  are  concerned,  but  we  remember  that  these 
achievements  were  imder  different  conditions  than  now  exist. 

We  have  a  new  order  of  things  today,  and  though  we  are  sueoest- 
ful  now  and  have  hopes  in  the  future,  we  must  meet  the  proUeotf 
of  today  and  lay  the  foundation  for  whatever  the  future  may  have  in 
store.  This  imrest  which  has  traveled  over  the  country  is  very  dis* 
turbing  to  me.  Take  Omaha,  a  day  or  two  ago  where  a  crowd  at- 
tempted to  hang  the  Mayor  of  the  city,  simply  because  he  was  trying 
to  perform  his  duty  in  keeping  the  mobs  from  taking  a  human  life. 
When  I  see  so  many  evidences  of  the  quickness  with  wliich  mob 
rule  takes  hold  of  the  people  of  the  country,  I  think  it  is  more  than 
a  problem.  It  is  a  menace  and  so  far  as  I  am  concerned  it  seems 
to  me  we  must  strike.  First,  in  order  that  we  may  solve  other  prob- 
lems permanent  and  satisfactorily;  later  on,  and  I  am  sure  when 
this  is  solved,  it  will  in  part,  at  least,  solve  the  other  problems,  which 
are  purely  economic.    I  believe  that  America  is  made  tor  Amerie 
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(applause)  and  so  far  aa  I  am  concerned,  I  would  make  the  man 
who  comes  here  subordinate  his  views  to  American  institutions  and 
American  ideals.  (Applause).  I  have  less  objection  to  the  men  them- 
selves than  I  have  objection  to  public  officials.  The  demonstrations 
we  have  seea  take  place  all  over  the  country  are  ominous.  I  am 
afraid  too  much  of  the  trouble  is  in  politics,  and  I  do  not  mix  pleasure 
with  politics  when  I  say  that.  (Applause).  I  think  this  great  country 
of  ours,  for  whidi  our  forefathers  sacrificed  so  much  should  at  least 
be  treated  with  the  same  respect  that  the  Methodist  church  requires 
when  a  convert  goes  in  with  a  profession  of  faith.  They  take  him 
on  probation  for  six  months.  I  believe  when  these  men  come  from 
foreign  countries  they  ought  to  know  that  they  have  fireedom  of 
speech  and  action  so  long  as  that  does  not  ran  contrary  to  our  American 
laws  and  our  American  purposes.  (Applause).  But  the  moment  that 
freedom  of  speech  does  run  contrary  to  our  laws,  that  man  ought 
to  be  taken  in  charge  and  sent  back  where  he  came  from.  (Applause). 
No  man  in  America  is  more  earnest  in  welcoming  the  honorable,  well 
intending  foreigner  who  comes  to  our  shored  for  the  purpose  of  making 
a  home  for  himself  and  family  than  I,  provided  he  intends  to  obey 
the  laws.  But  if  he  comes  here  for  the  sole  purpose  of  stimulating 
propaganda,  that  has  as  its  basis  the  tearing  down  of  our  laws,  the 
quicker  we  take  him  in  and  send  him  .from  the  country,  the  quicker 
we  will  solve  these  problems.  (Applause).  The  only  way  you  can 
stop  this  is  to  hit  it  on  the  head  when  and  where  you  see  it.  (Ap- 
plause). And  if  it  comes  to  the  point  that  our  public  officials 
take  good  and  proper  action,  then  as  good  American  citizens  it  ought 
to  be  your  duty,  the  duty  of  each  man  to  swear  out  an  information 
and  see  they  do  take  action  necessary  to  stop  this  insidious  under- 
mining of  the  institutions  for  which  we  have  stood  and  sacrificed  so 
much.     ( Applause ) . 

I  want  to  make  a  distinction  in  anjrthing  I  may  say  today  between 
what  I  call  laboring  men  and  bolshevists.  Labor  is  not  "Red";  no 
one  would  go  further  than  I  to  see  that  labor  has  the  prosperity  which 
this  coimtry  enjoys.  I  am  willing  to  say  that  in  times  past  it  may 
not  have  had  its  full  share,  but  if  I  Imow  to  what  extent  I  must 
giT0  up  to  them  what  I  have  that  they  may  get  their  share,  I  am 
willing  to  give  it,  but  what  they  get  must  be  gotten  justly  and  fairly 
under  the  laws  of  this  country  and  not  by  the  command  of  their  leaders. 
(A|»plause). 

There  never  has  -been  a  time  in  the  history  of  America  when  so 
nuioh  thought  was  given  by  prominent  men  to  the  subject  of  labor 
and  to  the  thought  of  that  which  will  be  most  conducive  to  benefit 
honeet  labor.  We  know  in  this  country  men  of  birth,  men  of  promi- 
nence, men  of  means,  have  been  studying  this  problem  and  at  no 
time  has  there  been  such  a  leaning  toward  honest  labor. 
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One  morning  recently  we  were  electrified  to  hear  tliat  tke  police 
of  Boston  had  joined  the  labor  union.  My  friends,  I  have  no  objection 
to  collective  bargaining,  I  have  no  objection  to  labor  unions,  and  I 
will  go  as  far  as  I  can  in  helping  them  to  get  their  jnst  desert* 
in  all  things  in  which  they  are  concerned,  but  then,  American  citizens, 
we  must  not  lose  sight  of  this  fact:  When  a  man  sets  himeelf  up 
to  be  a  public  servant,  he  is  a  servant  of  all  the  public,  and  when  a 
member  of  the  militia  is  a  servant  to  all  the  public,  and  when  the 
servants  of  the  public  whose  duty  it  is  to  conserve  the  interest  of 
every  citizen,  high  and  low,  rich  and  poor,  undertake  through  the 
associations  of  any  kind  whatsoever  to  secure  things  they  cannot  get 
in  other  ways,  then  you  have  no  government  left.  (Applause).  And 
the  quicker  the  American  people  recognize  this  and  make  on  this  a 
public  fight,  we  will  reach  a  point  where  we  can  go  forward  with 
assurance. 

Now,  as  to  this  question  of  bolshevism  in  this  country,  you  hear 
it  on  every  side.  Governor  Francis  in  a  talk  this  morning,  you  will 
recall,  stated  he  was  called  upon  to  transmit  money  from  officials 
in  Russia  to  America,  the  purpose  of  which  was  to  publish  propaganda 
in  this  country  for  bolshevism.  That  is  what  is  going  on  all  the  tinw 
throughout  this  country.  Daily  money  has  been  sent  from  Europe 
here  to  keep  agitators  who  distribute  propaganda.  They  are  not  citi- 
zens; they  represent  the  scum  of  Europe,  and  they  oome  here  with 
the  direct  purpose  of  tearing  down  our  laws  and  substituting  might 
for  right.  You  ask,  How  are  we  going  to  meet  it?  To  my  mind  we 
have  got  to  meet  propaganda  with  propaganda.  In  Michigan  rec^itly 
there  was  a  foreign  organization  which  had  for  its  purpose,  as  one  man 
stated  to  me,  the  taking  of  all  the  state  of  Michigan  in  order  that  the 
people  9f  Michigan,  the  citizens  of  the  state,  might  learn  just  what 
this  bolshevism  stands  for.  Is  there  any  intelligent  man  or  woman 
in  America  who  can  look  toward  bloody  Russia  today  and  see  the 
chaos  in  that  country,  who  can  see  the  murder  and  wreck,  and  for 
one  minute  want  us  to  put  in  this  country,  the  same  scheme  of 
government?  I  think  not.  Personally,  I  am  strongly  of  the  opinion 
that  much  of  this  agitation,  or  rather  the  result  of  this  agitation 
comes  from  misrepresentation  and  misinterpretation,  which  is  not 
contradicted.  I  believe  that  in  most  of  the  discussions  whidi  lead 
to  strikes  and  arouse  the  spirit  of  SOCIALISM  the  results  are  due 
very  largely  to  the  irresponsible  statements  that  are  made  by  these 
agitators  and  not  contradicted  by  anybody  in  particular.  I  heard  a 
short  time  ago  about  a  lumberman  in  the  northwest  who  had  a  strike 
on.  The  man  went  out  to  try  to  get  the  men  to  tell  why  they  went 
on  a  strike.  They  said  they  were  not  going  to  work  to  help  this 
company  make  thirty  or  forty  per  cent.  The  superintendent  of  this 
plant  was  a  rather  intelligent  fellow  and  he  sent  for  some  of  these 
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people.  He  said,  "Boys,  come  in.  I  want  to  show  you  our  books. 
I  want  to  show  you  are  entirely  wrong."  He  was  able  to  prove  the 
company  was  not  only  not  making  forty  per  cent,  per  annum,  but  for 
two  years  past  they  had  only  made  five  per  cent.  The  result  of  it  was 
the  men  are  back. 

Now,  the  point  of  this  is  to  find  people  who  can  carry  your  side 
to  them. 

In  our  city,  we  have  in  the  stock  yards  a  hot  bed  of  agitation  all 
the  time.  A  statement  is  made  there  day  after  day  by  these  labor 
agitators — I  don't  say  they  are  labor  union  men ;  I  don't  know  whether 
they  belong  to  any  union;  most  of  them  are  foreigners.  They  are  not 
Americans,  but  the  things  they  say  as  to  what  the  packers  and  the 
other  big  people  do  there — well,  God  knows,  if  decent  society  believed 
one  hundredth  part  of  it,  they  wouldn't  have  them  as  members.  But 
for  every  charge  there  is  no  repudiation  of  it,  because  nobody  of  their 
claaa  wants  to  go  down  and  talk  with  the  men.  I  think  we  have  got 
to  find  somewhere,  through  some  plan  or  organization  men  in  these 
particular  classes  who  may  go  down  among  these  men  and  discuss 
theae  things  on  an  intelligent  basis  and  counteract  the  falsehoods.  I 
recognize  that  many  of  our  people  are  quickly  touched  by  criticism  in 
times  like  this,  when  everything  is  high,  but  the  greatest  burden  falls 
on  the  clerical  people  who  work  in  offices,  and  they  are  not  abandoning 
their  posts  and  running  away.  They  recognize  that  you,  as  heads  of 
your  various  banks  are  doing  all  you  can;  they  know  these  conditions 
are  only  temporary,  and  they  have  courage  enough  and  patriotism 
enough  and  gratitude  enough  to  stay  with  you  and  help  overcome 
them,  knowing  very  well  that  in  the  near  future  you  will  help  them 
to  solve  that  question  and  solve  it  satisfactorily. 

Now,  my  friends,  it  seems  to  me  that  we  approach  the  discussion 
of  this  high  cost  of  living  from  the  wrong  attitude.  You  create  laws 
in  Washington  and  say  that  certain  things  are  going  to  be  so  much 
and  to  a  certain  extent  you  can  make  it  effective,  but  you  might  as 
well  legislate  that  it  should  rain  up  instead  of  down,  but  it  will  come 
the  same  always.  You  legislate  on  prices,  you  legislate  on  the  laws 
of  eeonomics.  It  is  an  economic  problem  which  confronts  us,  so  far 
as  the  high  cost  of  living  is  concerned.  I  do  not  know  a  thing  that  is 
for  the  convenience  or  the  necessity  of  human  family  that  is  obtainable 
except  through  effort.  Qo\d,  the  most  precious  of  all  things  in  the 
world,  is  found  in  the  bowels  of  the  earth.  If  you  get  it,  you  have 
got  to  work  hard  for  it  and  if  you  dig  for  it  you  have  got  to  dig 
hard.  The  most  fertile  field  will  raise  the  rankest  of  weeds  when 
it  is  not  tilled,  and  if  there  is  any  way  in  the  world  by  which  it  is 
possible  for  us  to  acquire  wealth  except  through  the  expenditure  of 
effort,  I  do  not  know  what  it  is.  The  crux  of  this  whole  situation 
can  be  summed  up  in  a  very  short  statement — ^that  is,  we  cannot  get 
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away  from  the  fundamental  items  of  industry,  honest j  and  thrift 
We  are  trying  now  to  see  how  much  we  can  get  and  how  little  we  can 
produce.  In  other  words,  our  unwillingness  to  work  for  what  we  get 
is  the  trouble  with  us  today.  If  there  are  many  organisations  in 
this  world  which  believe  that  they  can  reduce  the  cost  of  liring  bj 
striking  to  have  their  wages  advanced,  they  are  destined  to  be  dis- 
appointed. In  the  long  run,  however  powerful  their  organization  may 
be,  there  is  no  mere  legislation  that  can  change  the  laws  of  political 
economy.  There  was  an  old  saying  that  an  hour  of  honest  labor 
was  the  unit  of  value  i^  this  country.  That  may  have  been  tme 
at  one  time  in  our  progress,  but  it  has  been  lost  sight  of  in  recent 
years.  But  I  am  not  sure  that  is  the  trouble  today.  We  have  kst 
sight  of  the  old  adage  that  we  must  give  value  for  what  we  reedvie. 
We  are  trying  to  see  how  much  we  can  get  and  how  tittle  we  have 
to  give.  In  the  schraae  of  life  it  would  seem  to  me  that  it  is  reasoa- 
able  to  expect  that  any  one  of  us  who  is  put  upon  this  earth  is 
properly  expected  to  produce  whatever  his  share  of  the  necessities 
of  the  human  family  may  be.  This  is  the  law,  the  application  of  tfast 
principle  has  been  the  law  applied  to  the  development  of  this  country. 
Now,  we  seem  to  be  getting  a  new  line  on  the  subject.  We  seem 
to  think  that  we  are  trying  to  do  as  little  work  as  possible  and  see 
how  much  we  can  get  for  it.  You  bankers  don't  stop  to  consider 
how  many  hours  a  day  you  put  in.  The  time  was  when  I  vras  glad 
to  work  eighteen  hours  or  twenty  hours  a  day  and  glad  to  go  down 
on  Sunday  and  do  work  when  it  was  necessary  to  my  business  success 
That  is  what  you  all  do  today.  You  don't  care  how  many  hours 
a  day  it  takes  you.  The  question  is  rather,  How  are  you  to  accomptish 
something?  You  are  willing  to  give  your  service  and  as  much  of  time 
as  necessary,  and  that  is  the  only  reason  you  succeed.  If  you  show 
me  a  bank  that  is  operated  by  a  set  of  officers  and  clerks  who  think 
they  shall  spend  only  so  many  hours  a  day  at  the  bank  and  quit  at 
a  set  time  whether  or  not  a  day's  work  has  been  done,  I  will  show 
you  a  bank  that  is  at  least  not  a  leader  in  that  community.  If  it 
can  be  shown  that  a  man  should  work  only  eight  ho^rs  to  iti^infa^i» 
good  health  and  good  physical  condition,  I  say  work  eight  hours,  lite 
eight  hour  talk  is  a  good  deal  of  foolishness.  The  talk  is  eight  hours 
work  for  a  day's  pay  and  time  and  a  half  and  double  time  afterwards. 
That  is  the  trouble  with  this  scheme  and  plan.  It  is  a  catch  scheme 
with  catch  phrases  in  it.  That  is  being  proved  now.  We  have  the 
question  of  the  gigantic  struggle  between  the  laborers  in  the  steel  in- 
dustry and  the  steel  corporation.  I  am  not  going  to  discuss  that  in 
detail,  but  I  am  going  to  ask  you  who  have  not  already  seen  it,  to 
procure  a  copy  of  last  Sunday's  New  York  Times  and  read  on  the 
first  page  of  section  nine  of  the  paper  an  analysis  of  twelve  questioos 
put  up  to  the  Steel  Corporation  upon  which  this  strike  was  called. 
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Thai  is  all  I  shall  say  in  conneotion  with  that,  beeause  I  think  if 
you  will  read  it»  you  will  get  the  erux  of  the  whole  situationy  and  you 
will  appreciate  the  importance  of  some  of  the  suggeeticma  I  am  making 
here  today. 

Now,  my  friends,  I  am  not  here  to  frighten  you  because  I  am  not 
scared  myself.  I  have  the  reputation  of  being  an  optimist  and  Qod 
knows  I  hope  I  won't  lose  it.  We  are  having  some  trouble  here, 
some  of  these  things  are  menacing  and  some  of  them  cause  us  to  sit  up 
and  think,  but  I  have  such  an  abiding  faith  in  the  intelligence  and 
stability  of  the  average  business  man  that  I  know  in  my  heart  that 
all  of  these  problems  will  be  met,  and  they  will  be  solved  in  a  manner 
that  will  reflect  credit  upon  our  people  and  glory  upon  our  nation. 
The  other  day  a  man  said  to  me,  "My  goodness  gracious,  is  everything 
going  into  bolshevism?  Are  we  going  to  have  the  same  conditions 
here  as  in  Russia  and  Europe?"  I  said,  ''Kever."  I  tell  you  the 
best  antidote  to  bolshevism  and  socialism  is  for  every  man  who  can 
to  own  his  own  home.  I  want  to  tell  you  that  beginning  with  the 
farmers  and  on  down  the  line  to  the  cities,  there  is  such  a  large 
percentage  of  pec^le  in  this  country  who  own  their  homes  that 
socialism  is  not  going  to  completely  undermine  America,  nor  is  bol- 
shevism going  to  be  given  sway  in  America.  I  think  it  is  our  duty 
as  bankers  to  co-operate,  as  far  as  we  can  consistently  do  so,  with 
this  home  building  movement.  I  was  very  much  interested  yester- 
day to  hear  Senator  Owen  say  we  could  trust  the  people.  Of  course 
you  can  trust  them,  and  I  trust  them  too — ^when  l^ey  have  got  col- 
lateral. So  it  is  in  this  home  building.  Help  them  when  you  can 
where  the  collateral  justifies  it.  I  have  got  faith  in  people.  I  douH 
think  you  need  be  afraid  to  go  to  the  public  with  any  troubles  at 
all,  if  you  are  on  the  side  of  right.  If  not  right,  get  behind  some- 
thing. I  lived  in  the  counti^  for  years.  I  was  time  after  time  testing 
public  opinion  in  these  cases,  and  if  I  today  had  a  problem  too  big, 
if  I  could  get  an  expression  of  all  the  American  people  on  it  by 
t<»norrow  ni^t,  I  would 'not  be  afraid  to  submit  it  to  them,  because 
I  believe  the  intelligence  of  the  American  people  is  such,  when  one 
is  ri^t,  they  will  support  it. 

My  friends,  if  you  were  to  ask  me  how  conditions  are  today  in 
business,  I  would  say  to  you  that,  measuring  from  the  standpoint 
of  our  own  business,  it  is  as  well  and  good  as  it  ever  has  been  in  the 
history  of  our  institution.  Never  before.  In  any  of  my  forty  years^ 
experience  in  banking,  have  I  known  of  our  business  being  more  satis- 
faotory  than  it  is  today.  You  talk  to  a  man,  and  he  will  say,  "Yes, 
I  am  all  right  but  over  yonder  things  are  not  so  well,"  but  when 
you  get  over  there  you  find  this  fellow  all  right,  and  it  is  somebody 
else  is  not.  Now,  gentlemen,  you  know  how  it  was  in  the  banks  aftcor 
it  was  all  over  and  the  sky  cleared,  and  there  was  no  longmr  any 
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danger — ^when  yon  got  together  in  little  Imnohes  around  the  table 
and  the  usnal  exeusee  were  the  same — that  we  got  along  all  ri^t 
in  our  place,  but  our  neighbor,  the  bank  over  in  tiie  other  oountj,  or 
one  in  the  next  county,  had  a  great  deal  of  trouble.  So,  it  ia  througb- 
out  life.  We  get  back  to  the  old  story  told  in  the  club  house  in 
Pittsburgh,  which  was:  '^  am  an  old  man  and  have  had  many 
troubles,  but  the  most  of  them  never  happen."  I  think  we  are  in 
just  that  attitude  today  in  America.  We  have  some  slight  clouds  in 
the  sky,  but  I  think  we  have  taken  note  of  the  conditions — ^we  have 
taken  note  of  the  tendencies  and  it  is  when  we  look  across  the  water 
and  we  see  the  result  of  the  attempt  to  end  these  conditions  that  we 
become  fearful.  Look  at  bleeding  Europe!  We  have  in  America  35 
per  cent,  of  the  gold  supply  of  the  world.  We  have  in  this  country 
the  best  banking  system  in  the  world.  We  have  just  gone  through  a 
period  which  has  helped  this  system.  We  have  helped  to  finance  onr 
government  to  the  extent  of  about  twenty-five  billions  of  dollars  and 
that  system  stands  fair,  unshaken  and  unimpaired.  We  are  indeed 
the  financial  centre  of  the  world.  We  have  profited  so  much  by  the 
war  before  we  got  into  it,  that  our  expenses  in  the  war  were  only 
giving  back  a  little  of  that  which  we  had  made  in  profits  bef<N*e. 

Now,  my  friends,  you  hear  a  great  deal  about  the  solution  of  these 
problems,  and  I  guess  we  all  agree  as  to  what  they  are — ^the  remedy 
is  thrift  and  production.    There  are  two  methods  of  saving,  so-called. 
One  is  keeping  as  much  of  that  which  you  make,  as  you  possibly  cui, 
and  the  other  is  spending  more  to  expedite  production.    I  thoai^t  we 
had  learned  as  a  result  of  the  war,  two  lessons,  efificiency  on  one  hand, 
and  oo-operation  on  the  other,  but  as  I  see  this  conflict  between  capital 
and  labor  raging  I  wonder  if  the  lessons  of  the  war  have  beat  lost 
upon  us  so  soon.     I  think  not,  because  when  I  refresh  my  memory 
I  realize  that  for  nearly  five  years  there  was  but  one  thought  ia 
the  mind  of  everybody  in  the  world,  and  that  was  to  kill,  to  destroy, 
to  tear  down,  to  subdue,  to  acquire.    Now  the  impression  of  all  that 
has  been  left  upon  the  people  of  the  world.    It  is  only  a  temporary 
feeling.     These  things  will  solve  themselves  if  the  practical  men  of 
this  country  undertake  to  do  their  part  in  the  solving.    The  high  cost 
of  living  cannot  be  cured  over  night  so  long  as  the  rest  of  the  wwld 
depends  upon  us  for  food  supplies  and  so  long  as  they  are  wUUng 
to  come  to  our  shores  and  pay  one  and  a  half  or  two  times  as 
much  for  these  products  as  was  the  price  before  the  war.    Just  thai 
long  you  will  have  the  high  cost  of  living,  no  matter  how  yon  legislate! 
No  matter  what  this  department  or  that  In  Washington  may  do  to 
control  it.    It  is  an  economic  problem  and  it  has  got  to  work  itadf 
out.     If  all  the  people  in  the   world  will  get  to  work,   the  hii^ 
cost  of  living  will  readjust  itself,  provided  we  can  get  an  adjustment 
of  the  cost  of  things  and  the  cost  of  labor  in  this  country.     I  have 
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an  abiding  faith  in  the  great  majority  of  laboring  men.  They  will 
4o  what  ia  abeolutely  right  and  fair  in  these  things  and  where  a 
majority  of  people  believe  in. justice,  I  am  satisfied  that  things  will 
soon  be  where  we  can  get  down  to  a  normal  basis  and  where  these 
problems  will  to  some  extent  be  solyed. 

We  have  in  this  country  an  estimated  wealth  of  two  hundred  and 
fifty  billions  of  dollars.  We  have  institutions  that  are  second  to  no 
country  in  the  world.  We  have  man  power.  We  have  everything  else 
that  is  necessary  for  our  convenience  and  our  progress  and  if  we 
let  ourselves  become  socialistic  and  complain  of  the  conditions  here, 
God  knows  we  will  be  in  the  same  condition  as  the  people  on  the 
other  side.  I  am  glad  I  am  in  this  country.  I  am  glad  I  am  an 
American,  realizing  as  I  do  from  day  to  day  how  much  better  we  are 
off  than  the  people  of  the  other  coimtries  in  the  world. 

I  know  we  can  find  much  to  be  thankful  for.  All  these  little  flecks 
in  the  sky  to  which  I  have  alluded  are  matters  that  will  get  our  at- 
tention as  time  goes  on.  They  will  begin  to  clear  away  when  public 
opinion  begins  to  bear  fruit  so  far  as  they  are  concerned,  and  these 
other  problems  that  are  menacing  today  and  disturbing  in.  their  charac- 
ter will  pass  when  the  American  business  men  and  the  American 
people  generally  who  believe  in  justice  and  fairness  and  in  equality 
work  hand  in  hand  together  as  they  will  do.    I  thank  you.  (Applause). 

The  next  address,  ''Problems  and  Progress  with  Dollar  Ac- 
ceptances/* was  delivered  by  Jerome  Thralls,  Secretary  and 
Treasurer,  Discount  Corporation  of  New  York. 


PROBLEMS  AND  PBOGBESS  WITH  DOLLAE 
ACCEPTANCES 

Jerome  Thballs 

I  am  glad  of  this  opportunity  to  discuss  with  you  a  subject  which 
I  believe  to  be  of  vital  interest  to  every  clearing  house  and  every 
clearing  house  bank  in  America.  I  regard  the  Clearing  House  Section 
as  being  one  of  the  most  efficient,  powerful,  and  useful  divisions  of 
the  greatest  financial  organization  in  America — ^the  American  Bankers 
Aaeoeiatioa. 

Ton  have  in  this  section  284  regularly  organized  clearing  houses, 
including  in  their  membership  an  aggregate  of  about  two  thousand 
national  banks,  state  banks,  and  trust  companies.  These  respective 
organiza^ns  have  done  as  mueh  as  any  other  factor  in  America  in 
bringing  about  the  improvonents  and  changes  that  have  made  our 
twinking  system  the  premier  system  of  the  world.  The  thirty  thousand 
AmerloMi    banks    cooperating    through    the    clearing    houses    and 
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Federal  reserre  banks  have  faoed  during  the  past  four  jeart  the 
greatest  internal  and  external  demands  that  have  ever  been  made  upon 
any  banking  system;  their  ability  to  supply  the  ever  inereaaing  needi 
of  our  domestic  commerce  and  industry,  extend  our  for^gn  trade, 
and  at  the  same  time  accommodate  and  aid  our  friends  across  the 
seas,  was  due  in  no  small  measure  to  the  utilizaticm  of  new  privi- 
leges and  facilities  provided  for  in  the  Federal  Reserve  Act  Among 
the  greatest  of  these  facilities  and  privileges  is  that  of  the  power 
conferred  upon  members  of  the  Federal  reserve  system  to  grant  ac- 
ceptance credits.  Another  is  the  provision  whereby  bankers'  aad  trade 
acceptances  will  serve  the  basis  of  currency  issue. 

Two  hundred  and  fifty  leading  business  men  and  bankers  from 
throughout  the  nation  recognizing  the  importance  of  these  two  fea- 
tures conferred  in  New  York  on  January  21,  1919»  tar  the  purpoee 
of  forming  an  organization  (the  American  Acceptance  Oomiell)  whose 
purpose  would  be  ( 1 )  to  conduct  a  nation-wide  campaign  derigned  to 
inform  business  men  and  bankers  throughout  the  country  as  to  the 
merits  of  bankers'  and  trade  acceptances;  (2)  to  aid  in  the  develi^nMat 
of  the  open  discount  market,  and  (3)  to  assist  in  other  matters  that 
will  improve  the  credit  system  and  strengthen  the  flnanitfal  position 
of  America. 

Both  bankers'  and  trade  acceptances  are  very  ainiple  insUMsuts. 
I  believe  the  problems  and  progress  arising  in  oonneotioft  with  their 
use  should  be  discussed  under  separate  divisions.  I  will  take  mp  first 
the  bankers'  acceptances. 

Bankebs'  Aocdptahobi 

Under  the  provision  of  Section  13  of  the  Federal  Reserve  Aet  nseni- 
bere  of  the  Federal  reserve  system  are  authorized  to  aoo^  drafts 
drawn  upon  them  (having  not  more  than  six  months  to  nin,  exclusive 
of  days  of  grace)  arising  out  of  transactions  involving  (1)  the  ex- 
portation or  importation  of  goods,  (2)  the  domestic  shipment  of  goods, 
(3)  the  storage  in  the  United  States  of  readily  marketable  staples. 
Under  this  provision  any  member  bank  may  lend  its  credit  vp  to 
the  aggregate  of  60  per  cent,  of  its  oomMned  ei^tal  and  snrpliia  in 
addition  to  lending  its  money.  It  can,  further,  upon  i^Uoation  to 
and  with  the  approval  of  the  Federal  Reserve  Board  grant 
credits  or  accept  an  additional  aggregate  of  50  per  cent,  of  Its 
and  surplus  in  connection  with  export  and  import  bwiinssi.  Im 
event,  however,  is  any  monber  bank  permitted  to  aeo^  in 
with  domestic  transactions  an  aggregate  greater  than  50  par 
of  its  combined  capital  and  surplus.  There  is  a  further 
under  wfaidi,  with  the  approval  of  the  Federal  Reaerrs  Board  a  mimm- 
ber  bank  may  accept  drafts  drawn  upon  it  by  banks  in  foreign  oooeb- 
tries,  the  dependencies  or  possessioos  of  the  United  States,  for  11m 
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purpose  of  creating  dollar  exchange  in  the  aggregate  of  60  per  cent, 
of  its  combined  capital  and  aurplus. 

A  banker'e  acceptance  might  rightfully  be  defined  ae  being  a  draft 
or  bin  of  exchange,  the  acceptor  of  which  is  a  bank,  trust  company, 
firm,  person,  company  or  corporation,  engaged  in  the  business  of 
granting  acceptance  credits.  Under  date  of  March  1,  1010,  three  hun- 
dred and  sixty-two  members  of  the  Federal  reserve  system  were 
availing  of  the  acceptance  privilege.  Included  in  this  number,  there 
were  ninety-nine  national  banks,  and  thirty-five  state  banks  and  trust 
compsnies  that  had  arranged  with  the  Federal  Reserve  Board  for 
permission  to  accept  up  to  100  per  cent,  of  their  (kxnbined  capital 
and  suri^us.  Since  March  1,  1010  the  number  of  accepting  banks 
and  trust  companies  has  increased  to  over  500. 

Under  the  acceptance  plan  of  financing  these  member  banks  were 
enabled  to  extend  accommodations  to  worthy  customers  in  the  nature 
of  secured  acceptance  credits,  beyond  the  ten  per  cent,  limit  fixed  by 
Section  5200  of  the  Federal  Statute.  Under  this  plan  they  had  the 
ability  to  lend  in  this  way  over  and  above  the  amount  heretofore 
provided,  an  aggregate  of  $1,027,000,000.  They  were  lending  on  March 
1,  a  total  of  $451,000,000,  75  per  cent,  of  this  total  of  $451,000,000 
worth  of  acceptances  outstanding  on  March  1  was  based  on  export 
and  import  business — 64  per  cent,  of  the  bills  being  accepted  by  banks 
in  New  York  and  Boston.  In  addition  to  the  acceptance  power  of 
the  members  of  the  Federal  reserve  system  the  laws  of  most  of  the  states 
have  been  amended  giving  the  state  chartered  institutions  that  are  not 
members,  the  privilege  of  accepting.  Possibly  of  the  30,000  American 
banks  and  trust  companies,  25,000  now  have  the  privilege  of  lending 
their  credit  through  the  acceptance  method,  as  well  as  lending  their 
mon^.  In  addition  to  this  great  power,  strong  private  banking  houses, 
such  as  J.  P.  Morgan  k  Company,  Kuhn  Loeb  k  Company  and  Brown 
Brotiiers  4  Company  of  New  York  have  filed  statements  with  the 
Federal  Reserve  Board  and  have  made  arrangements  under  which 
their  acceptances  are  made  eligible  for  purchase  in  the  open  market 
by  the  Federal  reserve  banks.  A  number  of  acceptance  corporations 
and  acceptance  houses  whose  principal  business  is  that  of  granting 
acoeptance  credits  have  been  organLeed  in  New  York  and  other  craters 
throughout  the  country.  The  Foreign  Credit  Corporation  of  New  York 
opened  its  doors  only  a  few  days  ago.  It  has  a  paid  up  capital  of 
$5,000,000  and  a  surplus  of  $1,000,000  and  is  devoting  its  attention 
to  the  business  of  accepting.  I  understand  a  similar  corporation, 
the  principal  stockholders  of  which  will  include  one  hundred  of  the 
leading  Texas  banks  is  being  organijsed  at  Dallas,  Texas,  with  a  pro- 
posed capital  of  $2,000,000.  Strong  organizations  of  this  character 
can  safe^  grant  acceptance  credits  in  the  aggregate  of  five  or  six 
times  their  combined  capital  and  surplus.    Some  of  our   friends   have 
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suggested  the  need  for  an  amendment  to  the  Federal  Reserve  Act 
providing  for  an  increase  of  the  limit  of  the  aggregate  that  members 
can  accept,  to  200  per  cent,  of  their  combined  capital  and  surplus. 
It  would  seem  that  since  the  records  for  March  1,  1919  show  that 
the  362  member  banks  that  were  then  accepting,  were  exercising  but 
44  per  cent,  of  their  acceptance  power,  the  demand  for  an  increase  in 
the  limit  is  hardly  justified  and  that  we  should  go  along  and  develop 
the  acceptance  method  using  extreme  care  to  the  end  that  it  be  devel- 
oped along  safe  and  sound  lines.  When  the  time  for  extending  the 
limit  arrives,  provision  certainly  should  be  made  under  which  the  exer- 
cise of  the  additional  power  will  be  subject  to  the  supervision  of  the 
Federal  Reserve  Board  or  some  other  recognized  Federal  authority. 

The  creation  and  use  of  bankers'  acceptances,  like  production  or  manu- 
facture, can  progress  and  increase  only  as  the  market  for  the  product 
is  developed.  The  creation  and  maintenance  of  a  comprehensive  open 
market  for  bankers'  acceptances  is  therefore  an  eesentiaJl  feature  of  the 
acceptance  method  of  financing.  Acceptors,  drawers,  and  other  holders 
of  acceptances  must  be  assured  of  a  ready  market  in  which  they  can 
dispose  of  their  holdings  of  bankers'  acceptances  at  all  times  and  at 
stable   rates. 

The  Discount  Corporation  I  have  the  honor  to  represent  was  organized 
for  the  purpose  of  devoting  its  resources  and  energies  to  the  develop- 
ment and  maintenance  of  such  a  market.  A  number  of  other  strong 
discount  houses  and  dealers  in  acceptances  are  also  devoting  their 
energies  and  resources  to  this  purpose.  These  strong  concerns  stand 
ready  to  purchase  at  all  times  prime  bankers*  acoeptanoea  and  high 
grade  trade  -bills  bearing  first-class  bank  endorsements.  The  dealers 
of  New  York  are  now  carrying  in  their  portfolios  an  aggregate  of 
approximately  $80,000,000  worth  of  such  bills.  These  bills  are  pur- 
chased outright  direct  from  the  drawers,  the  acceptors  or  other  holders 
and  are  then  resold  by  the  dealers  to  purchasers  throughout  the 
United  States.  The  dealers  operate  on  a  margip  of  about  1/16  ol 
1  per  cent,  per  annum  gross  profit.  Their  purchase  rates  for  prime 
bankers'  acceptances  today  are  4  6/16  per  cent,  for  ninety-day  maturi- 
ties, 4%  per  cent,  for  sixty-day  maturities,  and  4  3/16  per  cent,  for 
thirty-day  maturities.  That  is  on  eligible  bills  payable  in  New  York 
or  some  other  Federal  reserve  center.  It  has  been  held  by  some  au- 
thorities that  dealers  should  not  purchase  acoeptanoea  direct  from 
the  acceptors  and  that  all  bills  should  be  returned  by  the  aooeptora 
to  the  drawers  to  be  marketed  by  them.  In  theory  this  is  ideal,  but 
In  practice  it  is  not.  For  illustration :  We  purchase  bills  from  a  obtain 
St.  Louis  bank.  We  will  suppose  that  this  bank  accepts  in  a  certain 
day  ten  drafts  of  1 10,000  each  for  ten  different  customers.  If  the  ao- 
ceptances  are  to  be  marketed  in  New  York,  under  the  theoretical 
method,  it  would  be  necessary  for  each  of  these  ten  concerns  to  send 
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one  or  more  telegrams  to  New  York  and  for  the  New  York  dealers 
to  respond.  Whereas,  should  the  accepting  bank,  under  the  practical 
plan,  serve  as  the  agent  for  the  drawers  in  the  marketing  of  the 
acceptances,  one  telegram  to  New  York  will  answer  the  purpose  in 
obtaining  the  rate  and  closing  the  deal  for  the  sale  of  the  acceptances. 
In  this  way  nine  or  more  telegrams  to  New  York  and  nine  or  more 
replies  are  obviated.  Further,  the  work  in  handling  the  transactions 
and  the  expenses  connected  therewith  are  reduced  to  a  minimum. 

The  Federal  reserve  banks  are  permitted  under  the  law  to  purchase 
from  their  members  and  others  bankers'  acceptances  having  not  over 
ninety  days  to  run  and  drawn  in  comformity  with  the  law,  rulings 
and  regulations  of  the  Federal  Reserve  Board  and  Federal  reserve 
banks.  They  are  also  authorized  to  purchase  this  character  of  bills 
with  six  months'  time  to  nm  if  secured  by  live  stock.  Likewise,  they 
are  authorized  to  purchase  trade  acceptances  having  not  more  than 
ninety  days  to  run.  No  better  evidence  of  the  progress  in  the  use  of 
the  dollar  acceptance  may  be  had  than  the  records  of  the  Federal  Re- 
serve Board,  which  show  that  the  Federal  reserve  banks  purchased  in 
their  open  market  operations  in  the  year  1916  bankers'  acceptances 
aggr^ating  $386,0(MTi000 ;  in  1917—^1,077,000,000;  1918— $1,809,000,- 
000  and  during  the  first  seven  months  of  the  year  1919,  $1,369,000,000. 
The  acceptance  dealers  stand  ready  to  quote  rates  on  application  by 
wire  or  by  letter.  They  send  to  banks  and  other  prospective  purchasers, 
Individuals,  firms,  corporations  and  companies  that  may  have  temporary 
funds  for  investment  a  daily  offering  sheet  on  which  is  given  the 
denominations  of  the  bills  offered,  their  respective  maturities,  and  the 
rates  at  which  they  are  to  be  sold.  With  these  lists  before  him  any 
investor  is  enabled  to  select  high-grade  bills  suitable  as  to  maturities, 
denominations,  etc.  Bankers'  acceptances,  being  salable  in  the  open 
market  or  to  the  Federal  reserve  Iwuiks,  serve  as  an  excellent  reserve. 
They  can  be  converted  into  actual  cash  instantly.  They  are  sound 
and  safe  because  you  have  responsible  thereon  1st,  a  high-grade  bank 
(the  acceptor),  2nd,  a  first-class  merchant,  exporter,  importer,  manu- 
facturer or  other  business  man  (the  drawer)  and  the  bills  are  usually 
collateralized  by  readily  marketable  staples.  The  laws  of  all  but  two 
states  have  been  amended,  authorizing  savings  banks  to  invest  a  part 
of  their  resources  in  bankers'  acceptances.  I  have  in  mind  a  particular 
savings  bank  that  purchased  a  liberal  supply  of  bankers'  acceptances 
from  us  about  six  weeks  ago.  The  acceptances  were  of  ninety-day 
maturities  and  were  sold  to  this  bank  on  the  basis  of  4^  per  cent, 
discount.  Thirty  days  after  the  bank  made  its  purchase,  it  was 
confronted  with  heavy  withdrawals.  It  did  not  want  to  sacrifice  its 
securities  in  the  market  and  did  not  want  at  that  time  to  deplete  its 
balances  with  its  depositary  banks.  The  o£Qcer  of  the  bank  in  question 
called  us  by  telephone  wanting  to  know  if  we  would  repurchase  these 
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acoeptanoea.  We  did  so,  diBOOunting  them  at  4%  per  eaxt,  Withia 
twenty-four  honra  the  proceeds  of  these  acceptanoea  were  being  used 
by  the  bank  to  pay  its  depositors.  Consequently  to  f ar  aa  ooneens 
the  bank,  the  acceptances  served  it  just  as  well  as  would  have  a  balaaee 
with  a  depositary  bank.  Instead  of  earning  from  2%  to  2H  per  eeat 
the  sayings  bank  realized  an  earning  of  4^  per  cent. 

The  savings  banks  of  America  have  resources  of  some  seven  billioot 
of  dollars.  During  the  past  four  years  their  scope  of  usefnlnefls  and 
influence  has  been  tremendously  expanded.  Their  business  is  now 
affected  by  foreign  exchange  c^rations  and  other  international  busi- 
ness, lluree  per  cent,  of  the  savings  banks'  resources  might  to  the 
advantage  of  the  savings  banks  and  to  the  advantage  of  the  commerce 
and  industry  of  this  country  be  diverted  to  investment  in  hig^-grade 
bankers*  acceptances.  The  deposits  of  savings  banks  are  dependent 
upon  our  commercial  and  industrial  progress.  Savings  banks  should 
therefore  turn  their  attention  to  the  investment  in  this  eharaeter 
of  paper  and  pass  on  to  the  seventeen  million  new  investors  that  have 
been  created  in  this  country  during  the  past  four  years  a  part  of  their 
holdings  in  long-time  securities. 

A  number  of  clearing  houses  have  recently  modified  their  rule  so  as 
to  provide  for  the  clearing  of  acceptances  through  the  regular  dailv 
exchanges.  This  greatly  facilitates  the  handling  of  the  maturing  bills. 
The  Federal  reserve  bajiks  have  also  made  arrangements  under  whick 
bankers'  aoceptanees,  payable  in  Federal  reserve  and  branch  Federsl 
reserve  cities,  may  be  collected  through  the  Federal  reserve  clearing 
and  collection  system  and  settled  for  through  the  €rold  Settlement 
Fund.  In  this  way  an  acceptance  made  payable  in  St.  Louis  eaa 
through  the  Qold  Settlement  Fund  be  converted  into  actual  reaerve 
on  the  day  of  its  maturity  by  the  New  York  holder.  You  will  there- 
fore readily  see  that  through  the  use  of  bankers'  aooeptances  funds 
may  be  attracted  from  the  section  of  the  country  where  they  are  most 
plentiful  to  the  section  where  they  are  most  needed;  exdiange  may 
be  equalized,  interest  rates  may  be  leveled,  and  the  shipment  of  actaal 
cash  to  and  from  the  different  sections  of  the  United  States  may  be 
obviated.  In  the  same  way  funds  may  be  attracted  from  foreign 
countries  to  America  or  from  America  to  foreign  countries  as  condi- 
tions may  warrant.  Exchange  and  discount  rates  may  be  equalized  and 
the  shipment  of  gold  may  be  reduced  or  obviated.  Recently  a  large 
number  of  Belgian  merchants  determined  to  make  heavy  purdiasea  of 
American  raw  materials.  In  order  to  finance  these  purchases  a  num- 
ber of  New  York  banking  houses  formed  a  syndicate.  This  syndicate, 
operating  in  conjunction  with  a  like  syndicate  of  Belgian  bankers, 
granted  acceptance  credits  against  the  sale  of  American  eommoditiea 
to  Belgian  purchasers  to  the  extent  of  $60,000,000.  A  similar  credit 
of  $0,000,000  was  arranged  by  New  York  bpnks  with  a  eonsortium  of 
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Cseeho-Sloyakiaa  banks.  $40,000,000  worth  of  the  Belgian  aooeptancea 
were  abeorbed  l^  the  New  York  dealers  in  a  three-day  period. 

The  dealers'  purdiase  rates  for  aooeptanoes  are  an  eyidenoe  of  the 
stability  of  the  bills  and  the  market  therefor.  Daring  the  past  ten 
flaonths  the  rates  have  fluctuated  but  l/16th  of  1  per  cent.  That 
change  applied  to  bills  of  maturities  from  eighty  to  ninety  days  only 
and  was  in  effect  only  a  few  days,  whereas  during  the  same  period 
the  call  loan  rate  on  the  New  York  Stock  Exchange  fluctuated  from 

4  per  cent  to  20  per  cent.  Savings  bankers  throughout  the  country 
have  considered  favorably  the  matter  of  investing  a  part  of  their  re- 
sources in  bankers'  acceptances.  Their  failure  to  do  so  to  a  greater 
extent  up  to  this  time  has  been  due  to  the  fact  that  a  large  supply 
of  short-term  United  States  Treasury  bills  have  been  in  the  market 
constantly,  yielding  4%  per  cent,  without  considering  the  deposits 
arising  out  of  the  purchase  and  the  tax  exemption  feature,  which,  if 
considered,  makes  the  yield  on  this   character   of   paper   practically 

5  per  cent.  It  is  believed  that  as  the  government  needs  for  accom- 
modations'are  reduced  and  the  offerings  of  these  short-time  government 
bills  are  lessened  the  savings  bankers  and  other  investors  in  such 
bills  will  turn  their  attention  to  bankers'  acceptances. 

One  of  the  great  obstacles  confronting  the  dealers  in  the  development 
of  the  discount  market  has  been  that  of  getting  ample  funds  with 
which  to  carry  their  portfolios.  That  is,  at  rates  which  would  not 
entirely  wipe  out  the  dealers'  profits.  About  one  year  ago,  J.  P. 
Morgan  &  Company  announced  that  they  would  lend  money  on  call 
against  acceptance  collateral  at  a  preferential  rate  of  4%  per  cent. 
Other  large  New  York  banking  institutions  have  since  taken  like  action 
and  the  rates  have  ranged  from  4  per  cent  to  4H  per  cent.  The  Fed- 
eral reserve  banks  of  New  York  and  Boston,  realizing  that  the  de- 
velopment of  the  open  market  for  acceptances  was  essential  to  the 
success  of  the  system,  have  greatly  aided  by  the  purchase  from  the 
dealers  of  bills  on  what  is  termed  the  fifteen-day  repurchase  agreement 
plan.  Under  this  plan  the  dealers  sell  to  the  Federal  reserve  banks, 
with  an  agreement  to  repurchase  within  fifteen  days,  prime  bills 
at  4^  per  cent.  The  development  of  the  acceptance  market  has  been 
retarded  because  of  the  practice  of  banks  throughout  the  country 
to  lend  their  temporary  funds  on  the  New  York  Stock  Exchange  at 
call.  We  all  know  that  reserve  funds  should  not  be  utilised  in  this 
way  for  the  reason  that  such  loans  are  not  collectable  and  can  be 
called  only  in  event  the  burden  can  be  shifted  to  other  shoulders,  while 
loans  against  prime  bankers'  acceptances  or  investments  in  such  ac- 
ceptances can  be  liquidated  on  any  day  for  the  reason  that  the  ac- 
ceptances serve  as  a  basis  of  currency  issue  and  can  be  redisoounted 
or  sold  to  the  Federal  reserve  banks.  The  Federal  reserve  banks, 
however,  are  not  obliged   to   buy  bankers'   acceptances   in  the  open 
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market  operations.  This  privilege  was  originally  intended  to  be  a 
means  through  which  interest  rates  might  be  regulated  and  controlled. 
It  can  be  safely  stated,  however,  that  no  condition  will  arise  where 
prime  bankers'  acceptances  will  not  be  given  preference  when  offered 
for  discount  by  a  member  to  a  Federal  reserve  bank  or  when  offered 
to  a  Federal  reserve  bank  in  its  open  market  operations. 

An  effort  is  now  being  made  to  work  out  a  plan  for  periodical  settle- 
ments of  stock  exchange  call  loans.  If  such  a  plan  is  evolved,  it  will 
materially  aid  in  the  development  of  the  acceptance  market.  Rank^V 
acceptances  will  be  used  more  and  more  by  the  banks  aa  a  means 
of  adjusting  their  cash  position. 

Another  obstacle  to  the  development  of  the  open  discount  market  has 
been  the  practice  of  swapping  bills.  This  practice  should  be  discon- 
tinued wherever  it  is  in  vogue  because  it  is  nothing  more  or  less 
than  the  arranging  for  accommodation  endorsements.  It  seems  to 
me,  taking  everything  into  consideration,  that  the  development  of 
the  bankers'  acceptance  method  of  granting  credit  has  progressed  satis- 
factorily. Our  real  duty  now  is  to  keep  a  careful  watch  on  this  method, 
and  see  that  its  further  development  will  be  along  absolutely  aoond 
and  safe  lines.  Our  endeavor  should  be  to  give  through  the  use  of 
this  method,  all  possible  aid  to  domestic  commerce  and  industry 
and  to  the  development  of  our  foreign  trade.  By  this,  I  mean,  not 
alone  export  but  import  business  as  well.  There  is  a  vital  need 
for  the  bringing  about  of  a  proper  relationship  of  our  export  to  our 
import  business.  Otherwise  the  lack  of  stability  in  foreign  exchange 
may  preclude  America's  obtaining  much  of  the  business  to  which 
she  is  rightfully  entitled.  Bankers'  acceptances  will  be  graded  aa  are 
other  bills  and  commodities.  The  bills  of  the  best  known  institutions 
with  unquestioned  standing  drawn  by  concerns  of  the  same  character 
and  collateralized  by  stable  commodities  will  be  put  in  a  dass  known 
as  prime.  The  acceptances  of  other  institutions  will  be  graded,  as 
much  off  prime.  In  other  words,  even  though  the  intrinsic  value  be 
at  much  in  the  one  case  as  in  the  other,  the  acceptances  of  a  high- 
grade  small  bank  whose  name  is  not  known  among  investors  will 
not  find  as  ready  a  market  as  will  the  acceptances  of  a  strong,  laige, 
well-known  banking  house.  Where  acceptances  are  to  be  accepted 
payable  at  a  point  other  than  the  city  wherein  the  acceptor  is  located, 
they  should  contain  the  following  clause: 

"The  drawee  may  accept  this  bill  payable  at  any  bank,  banker  or 
trust  company  in  the  United  States  which  such  drawee  may  deeignate." 

Any  bank  desiring  to  engage  in  the  acceptance  method  of  fiT»y«<<iiig 
should  thoroughly  familiarize  itself  with  the  law  and  the  rules  and 
regulations  of  the  Federal  Keserve  Board  and  the  Federal  reserve 
banks.  It  should  confer  with  the  officials  of  the  Federal  reserve  bank 
of  its  district  in  order  to  make  certain  that  the  bills  will  be  drawn 
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in  eligible  form  and  in  a  form  satlBfactory  in  every  way  to  the  Federal 
reserve  bank.  It  should  get  in  touch  with  its  correspondent  and  get 
from  that  source  such  information  as  may  be  available.  It  should 
also  get  in  touch  with  some  good  discount  corporation  or  acceptance 
dealer  in  order  to  make  certain  that  its  bills  will  be  drawn  in  a  form 
that  will  insure  proper  consideration  and  will  aid  in  their  ready 
movement  in  the  market. 

Tbadb  Aoceftanceb 

A  trade  acceptance  is  a  time  draft  drawn  by  the  seller  of  goods 
upon  the  buyer  thereof  for  the  purchase  price  and  accepted  by  the 
buyer  with  his  promise  to  pay  at  a  specified  time  and  place;  in  other 
words,  a  trade  acceptance  covers  a  current  transaction  or  current 
transactions  in  merchandise.  Trade  acceptances  may  be  secured  or 
not  as  agreed  between  the  parties  thereto.  Usually,  however,  they  are 
not  secured.  The  Federal  reserve  banks  are  authorized  under  the 
law  to  purchase  trade  acceptances  in  their  open  market  transactions; 
that  is,  when  they  are  in  strictly  eligible  form  and  have  not  to 
exceed  ninety  days  to  run. 

Next  to  bankers'  acceptances,  trade  aoeeptances  are  the  bluest  grade 
of  commercial  paper  in  existence.  The  Federal  reserve  banks  give  a 
preferential  rate  of  from  ^  to  %  per  cent,  on  this  class  of  paper 
when  rediscounting  for  member  banks  and  it  will  serve  as  a  basis  of 
currency  issue.  It  is  therefore  desirable  that  the  use  of  the  trade 
acceptance  method  be  encouraged  and  substituted  wherever  adaptable 
for  the  old  open  book  account  method  of  merchandising. 

The  progress  in  the  use  of  the  trade  acceptance  is  evidenced  by  the 
fact  that  within  a  period  of  one  year  the  list  of  known  users  increased 
over  4,000.  As  a  further  evidence  of  the  growth  in  the  use  of  the 
trade  acceptance,  the  Federal  Reserve  Board's  report  shows  that  the 
Federal  reserve  banks  discounted  this  character  of  bills  in  the  year 
1916  to  the  extent  of  $16,000,000;  in  1017— $30,000,000;  1918— $61,- 
000,000;  and  the  Federal  reserve  banks  purchased  in  their  open  market 
operations  in  1916  an  aggregate  of  five  million  dollars'  worth  of  trade 
acceptances;  in  1917  thirty-seven  million  dollars'  worth;  in  1018  one 
hundred  eighty-seven  million  dollars'  worth.  The  greatest  success  with 
the  use  of  the  trade  acceptance  has  been  in  cases  where  it  has  been 
applied  to  entire '  lines  as  in  the  cases  of  the  West  Coast  lumber 
dealers,  the  fiour  millers  of  the  state  of  Washington,  and  the  national 
silk  dealers.  In  these  respective  lines  the  sales  terms  have  been  re- 
vamped BO  that  the  sales  are  either  for  cash  or  trade  acceptances- 
sales  on  open  account  being  entirely  eliminated. 

I  have  in  mind  one  concern  whose  sales  for  the  first  six  months  of 
the  year  on  the  trade  acceptance  basis  were  $1,600,000.  Its  terms 
were  2  per  cent,  ten  days  net  60.    The  average  time  of  its  outstanding 
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aooountfl  heretofore  had  been  78  days.  Every  acceptaoee  bat  one  in 
this  total  volume  of  $1,600,000  was  paid  at  or  before  maturity.  The 
acceptance  that  was  not  paid  was  involved  in  a  failare.  It  was 
for  $647.  In  other  words,  this  concern,  through  the  use  of  trade 
acceptances,  saved  eighteen  days'  interest  on  $1,600,000.  It  made  a 
further  great  saving  in  the  matter  of  labor  and  expense  in  handling 
its  business.  Other  users  of  the  trade  acceptance  praise  it  because 
it  enables  an  equal  amount  of  capital  to  do  a  greater  amount  of 
service.  It  enables  its  users  (1)  to  reduce  their  bills  payable  account; 
(2)  to  buy  a  greater  amount  of  short-term  treasury  bills;  (3) 
to  handle  without  difficulty  the  increasing  volume  of  their  business 
with  the  attending  high  prices;  (4)  to  shorten  the  credit  period; 
(5)  reduce  the  number  of  claims  and  disputes,  (6)  to  afford  a 
definite  check  up  on  all  transactions,  and  (7)  to  generally  stabilise 
their  business,  producing  at  the  same  time  a  great  volume  of  liquid 
paper  eligible  for  rediscount  at  the  Federal  reserve  banks  and  f<»' 
service  as  a  basis  of  currency  issue. 

A  number  of  clearing  houses  have  amended  their  rules  so  as  to  pro- 
vide for  the  clearing  of  trade  acceptances  made  payable  at  the  offices 
of  their  respective  members,  through  the  regular  daily  exchange.  In 
the  development  of  the  trade  acceptance  method  of  merchandise  financ- 
ing, we  find  that  the  banks  are  now  confronted  with  four  important 
problems:  (1)  the  general  demand  by  the  users  for  a  preferential 
rate  when  trade  acceptances  are  offered  for  discount;  (2)  the  matter 
of  arranging  a  fair  and  equitable  schedule  of  service  and  collection 
charges  for  handling  trade  acceptances;  (3)  the  devising  of  the 
most  efficient  and  economical  method  of  handling  trade  acceptances 
within  banks  and  business  houses;  (4)  the  problem  of  perfecting  a 
comprehensive  market  for  trade  acceptances. 

Regarding  the  first  problem,  it  is  unfortunate  that  business  people 
generally  have  been  led  l^  certain  enthusiasts  to  believe  that  a  pref- 
erential rate  of  from  %  to  %  per  cent,  will  be  accorded  by  banks 
when  discounting  trade  acceptances,  because  the  banks  are  able  to 
obtain  preferential  rates  when  rediscounting  such  bills  with  the  Federal 
reserve  banks.  Many  users  have  further  been  misled  into  the  belief 
that  trade  acceptances  can  be  discounted  at  the  banks  or  sold  in  the 
open  market  in  unlimited  volume.  It  should  be  remembered  that  a 
lender's  market  has  prevailed  for  many  months  and  will  likely  continue 
for  some  months.  Banks  have  found  ready  use  for  their  funds  at 
favorable  rates.  Until  conditions  change  rates  may  fluctuate,  but 
in  no  event  will  all  trade  acceptances  find  a  ready  market  at  prefer- 
ential rates.  Banks  and  other  investors  will  take  Into  consideraticn 
the  name  and  character  of  the  drawer  and  acceptor.  The  volume  that 
will  be  discounted  for  any  holder  will  depend  upon  that  holder's  stand- 
ing and  upon  the  standing  of  the  other  partiea  to  the  transaction. 
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Prime  names,  that  is,  the  best  and  well  known  nmmee,  will  be  accorded 
a  more  liberal  rate  than  will  the  unknown  names.  Some  fear  has 
been  expressed  akmg  the  line  that  through  the  use  of  trade  acceptances 
our  credit  system  will  become  inflated.  If  trade  acceptances  are 
properly  need  they  can  ccmie  into  being  only  when  an  actual  transac- 
tion in  merdiandise  takes  place.  If  the  bankers  and  others  whose 
business  it  is  to  grant  credit  and  discount  bills  will  M>ply  the  add 
test  to  all  names  on  the  trade  acceptances  that  are  offered,  danger 
of  inflation  will  be  obviated.  It  may  be  found  that  some  concerns  that 
are  now  getting  heavy  accommodations  from  banks  will  be  restricted 
because  the  trade  acceptance  will  reveal  that  they  are  doing  a  character 
of  business  thai  does  not  warrant  their  getting  the  accommodation  that 
they  have  been  heretofore  accorded  against  their  accounts  receivable 
In  other  cases,  however,  it  will  be  found  that  certain  concerns  do  busi- 
ness only  with  hi^-grade  customers,  people  who  can  be  depended  upon 
to  pay  their  obligations  promptly.  In  such  cases  the  accommodation 
extended  through  the  discount  of  trade  acceptances  may  be  greater  than 
has  heretofore  been  accorded  to  such  conoems  on  their  single  name 
notes. 

The  American  Acceptance  Council  has  approved  and  recommends 
for  gsneral  use  a  form  of  trade  acceptance,  including  the  following: 

'The  obligation  of  the  acceptor  hereof  arises  out  of  the  purchase 
of  goods  from  the  drawer;  the  drawee  may  accept  this  bill  payable  at 
any  bank,  banker  or  trust  company  in  the  United  States  which  such 
drawee  may  designate" 

It  is  belisffed  that  the  trade  acceptance  form  should  be  kept  free 
from  all  entangling  notations  and  eonditions;  otherwise  its  nego- 
tiabUity  wiU  be  hampered. 

Secosd  problem:  Arrangements  should  be  made  for  the  i^ipoint- 
ment  of  a  special  committee  of  bankers  and  business  men  to  work 
out  a  satisfactory  schedule  of  service,  exchange  and  collection  charges. 
Some  aeeepiaaee  users  have  the  idea  that  trade  acceptancea  can  be 
handled  en  the  same  basis  as  checks  and  that  they  should  be  collected 
at  par  throii^  the  Federal  reserve  banks.  They  have  also  misunder- 
stood  the  action  of  the  New  ToriL  clearing  houses  and  other  clearing 
houses  with  reference  to  the  clearing  of  local  trade  acceptances,  as 
meaning  that  trade  acceptances  payable  at  any  point  in  the  United 
States  may  be  collected  tiirough  New  York  or  other  principal  clearing 
centers  at  par.  The  use  of  the  trade  acceptance  will  transfer  to  the 
bank  miuek  labor  heretofore  done  in  the  business  house.  The  busiaess 
house  will  be  relieved  from  sending  letters,  drafts,  duns  and  other 
notices.  By  the  concentration  of  this  work  in  the  banks,  it  can  be 
done  at  less  expense,  but  whatever  the  expense  is,  it  certainly  shoold 
be  borne  l^  the  trade  acceptance  users.  It  is  believed  that  on  thorou^ 
explanation  of  this  point  to  the  users  they  would  be  satisfied  to  pay 
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a  reasonable  fee  for  the  eervice  and  cost  of  collection  of  the  aooeptanoea. 
It  is  necessary  to  send  trade  acceptances  to  the  place  of  payment  before 
maturity;  they  must  be  ticklerized  on  receipt  and  carefully  watched 
until  maturity.  From  origin  to  the  point  of  payment  the  work  of 
handling  trade  acceptances  is  greater  than  that  involved  in  the  handling 
of  ordinary  checks.  But  since  trade  acceptances  payable  at  banks 
may  be  charged  to  the  accounts  of  the  acceptors  in  most  of  the 
states,  their  use  obviates  the  necessity  for  the  issuance  of  checks  to 
pay  the  bills  the  acceptances  displace,  thereby  affording  a  big  aaving 
in  labor  and  expense. 

Third  problem,  that  of  devising  the  most  efi&cient  and  econ<Mnioal 
method  for  handling  trade  acceptances  in  the  banks  and  busineea 
houses,  should  be  delegated  for  solution  to  a  committee  of  bankers* 
trade  acceptance  users  and  accountants.  The  credit  man  of  a  certain 
concern  told  me  recently  that  through  the  use  of  trade  acoeptanoea 
his  house  was  enabled  to  dispense  with  the  services  of  one  cleriL. 
The  work  heretofore  done  by  this  clerk  is  now  being  done  in  the  bank. 

Fourth  problem,  that  of  the  development  of  the  market  for  trmde 
acceptances,  must  necessarily  be  a  slow  one.  Many  leading  banks  are 
turning  their  attention  to  trade  acceptances  as  an  investment  in  prefer- 
ence to  commercial  paper.  These  banks,  however,  are  considering  only 
the  very  best  names  and  it  is  certain  that  trade  acceptances  taken  by 
concerns  outside  of  the  large  financial  centers  must  find  lodgment  in 
the  local  banks.  The  expense  of  investigating  the  names  on  the  biUs 
of  small  denominations  would  alone  preclude  their  finding  their  way 
to  the  open  discount  market. 

The  Clearing  House  Section  could  do  no  greater  service  than  to 
turn  its  energies  to  the  solution  of  these  four  problems.  Great  progress 
is  being  made  with  the  trade  acceptance  method  of  merchandising;  its 
further  attention  and  development  depend  largely  upon  the  attitude  of 
the  bankers.  If  the  bankers  in  the  234  clearing  house  centers  are 
thoroughly  convinced  that  this  method  is  sound  and  efficient,  and  menns 
better  and  safer  business,  and  will  so  advise  the  merchants,  manufac- 
turers and  other  business  people  in  their  respective  communities,  tlie 
future  progress  of  the  trade  acceptance  method  will  be  made,  certain. 

There  never  was  a  time  in  the  history  of  this  nation  when  there 
was  greater  need  for  clear  thinking,  for  the  exercise  of  sound  judgment 
and  for  the  careful  direction  of  our  commercial,  industrial  and  financial 
affairs  thfin  at  present.  Our  progress  during  the  past  four  years  is 
without  parallel.  Our  business  methods  and  practices  have  been 
revolutionized.  We  have  witnessed  a  nation  of  one  hundred  and  ten 
million  people  working  as  an  individual  for  a  single  purpose. 

On  turning  from  the  accomplishment  of  this  purpose  to  peaoetime 
pursuits,  we  find  our  entire  population  more  prosperous  than  ever 
before,  but  with  this  prosperity  there  has  oome  extravagance,  a  demand 
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for  ease  and  comforts,  a  desire  for  shorter  hours,  less  work  and  more 
pay,  as  well  as  other  vexations  problems  which  must  be  solved,  and 
solved  rightly,  if  we  are  to  hold  the  place  we  have  achieved  as  a  leading 
commercial,  industrial  and  financial  power  of  the  world. 

We  have  rolled  up  a  staggering  credit  balance  in  connection  with 
our  foreign  trade.  (From  July  1,  1915  to  July  1,  1919,  the  excess 
of  our  exports  over  our  imports  totaled  $13,350,322,816.)  We  have 
loaned  to  foreign  governments  the  tremendous  total  of  $9,600,000,000.  We 
have  great  surpluses  of  foodstuffs  and  raw  materials  urgently  needed  by 
other  nations  throughout  the  world.  The  unsettled  foreign  exchange 
situation  makes  the  prices  of  these  commodities  to  the  principal  foreign 
countries  almost  prohibitive. 

Some  of  our  chief  competitors,  driven  by  adversity,  are  concentrating 
and  uniting  their  forces.  They  will  soon  be  back  to  a  normal  basis 
and  will  be  offering  their  surplus  products  in  competition  with  ours. 
Close  co-operation  and  low  production  costs  will  make  their  competi- 
tion keen. 

The  clearing  houses  of  the  United  States  afford  the  best  instru- 
mentality through  which  to  get  the  concrete  judgment  of  the  best 
banking  minds  in  America.  The  leaders  in  the  clearing  houses 
throughout  the  country  should  turn  their  attention  to  the  study  of 
these  important  problems  and  the  devising  of  ways  and  means  through 
which  they  may  be  solved.  Some  plan  must  be  devised  under  which 
our  great  foreign  trade  credit  balance  may  be  liquidated,  proper 
relations  of  exports  to  imports  may  be  established  and  the  necessary 
long-time  credits  with  which  to  further  extend  our  foreign  trade 
may  be  arranged.  It  would  seem,  even  though  great  progress  is  now 
being  made,  that  we  will  need  take  hold  of  the  situation  with  a  stronger 
and  more  determined  hand.  The  spirit  of  close  co-operation,  efficient 
and  conscientious  effort  must  be  crystallized  in  the  minds  of  the 
people  throughout  this  country. 

No  class  of  people  in  America  can  do  more  toward  bringing  about 
these  results  than  can  the  bankers.  The  liquidation  of  our  foreign 
trade  credit  balance  and  the  extension  of  our  foreign  trade  make  it  de- 
sirable and  necessary  for  the  people  of  America  to  invest  in  foreign  securi- 
ties. We  have  created  in  reoent  years  more  than  17,000,000  new  individual 
investors.  When  our  government  financing  is  out  of  the  way  these 
investors  will  be  in  a  position  to  absorb  billions  of  dollars'  worth  of 
foreign  securities  annually.  A  gigantic  co-operative  corporation  should 
be  formed  with  the  strength,  power  and  influence  that  will  be  necessary 
in  order  to  induce  these  new  investors  to  invest  in  foreign  securities 
and  in  order  to  protect  such  investments. 

If  the  Edge  Bill,  now  pending  in  Congress,  should  become  a  law,  a 
corporation  of  this  kind,  with  a  capital  of  from  $50,000,000  to  $100,- 
000,000  and  with  the  American  banks  as  its  stockholders,  might  readily 
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be  formed  should  the  banks  represented  in  this  Seetioii  of  the  American 
Bankers  Association  get  behind  it  with  the  spirit  and  enthuslMm 
that  eharacterise.them.  With  the  banks  thron^ont  the  oonntrj  acting 
as  the  agents  of  such  a  corporation  and  co-operaUng  throng  it»  o«r 
international,  commercial  and  financial  problems  would  be  ea^  off 
solution  and  needed  facilities  might  be  provided  to  the  banks  throogb 
out  the  nation  and  the  whole  people  would  be  greatly  benefited. 

The  Nominating  Committee  brought  in  the  following  nMuns- 
tions : 

President:  Raymond  F.  McNally,  vice-president  and  cashier 
National  Bank  of  Ckmimerce^  St.  Louis,  Mo. 

Vice-President:  A.  A.  Crane,  vice-president  First  and  Secur- 
ity National  Bank,  Minneapolis,  Minn. 

Chairman  Execntiye  Committee:  John  B.  Washburn,  vice- 
president  Continental  and  Commercial  National  Bank,  Chicago, 
lU. 

Executive  Committee  (term  expiring  1922) :  A.  D.  Qraluan, 
president  Citizens  National  Bank,  Baltimore,  Md.;  Frank  B. 
Yetter,  cashier  Iowa  National  Bank,  Davenport,  Iowa. 

The  above  report  was  unanimously  adopted  and  the  gentle- 
men named  declared  dected. 

PsBBiDBNT  McAdahs:  We  will  next  call  upon  Mr.  Honaton 
for  his  paper  on  ^^niformity  of  Clearing  House  Rules  and 
Practices.'* 


UNIFORMITY  OF  CLEARING  HOUSE  RULES  AND 
PRACTICES 

F.  K.  Houston 

In  discussing  any  uniformity  of  rules  or  action  for  clearing  houaea, 
it  is  wen  to  pass  over  any  oonsideration  of  oonatitutioii  and  by-laws, 
as  that  would  embrace  a  mass  of  detail  that  woold  be  uninteresting 
and  unimportant.  Then,  too,  they  are  all  more  or  less  alike  and 
neeeesarily  have  considerable  uniformity.  Suffice  it  to  say  that 
they,  in  the  main,  provide  for  a  President,  Vice-President  and  Manager, 
fines,  assessments  and  means  of  meeting  expenses. 

Of  the  forty-odd  clearing  houses  taken  into  consideration,  SO  per 
cent  of  them  require  three-fourths  maj<Hrity  vote  for  the  dectkm  of 
new  members  and  most  of  the  remainder  simply  a  majoritj  irole. 
In  many  cases  it  is  necessary  for  any  bank  becoming  a  member  of  a 
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dearing  house  Maociatioo  to  have  a  certain  amount  of  paid-up  capitaL 
In  other  eaaee  it  is  required  that  they  be  in  business  with  capital 
stock  fully  paid  for  a  period  of  at  least  six  months  prior  to  applica- 
tion for  membership,  and  in  some  instances,  as  in  Albany,  N.  Y.,  one 
year  is  required. 

In  most  all  clearing  house  rules  we  found  that  it  was  necessary  thai 
any  applicant  for  membership  at  least  submit  to  examination  of  the 
clearing  house  examiner,  if  there  was  any,  or  submit  a  detailed  state- 
ment for  consideration.  In  the  majority  of  the  cities,  it  was  found 
that  a  member  could  withdraw  from  the  clearing  house  by  giving  from 
one  to  thirty  days'  notice,  and  In  a  few  cases  it  was  found  that  a 
two-thirds  majority  vote  of  all  members  was  required  to  permit  any 
member  to  withdraw. 

In  practically  all  cases,  fixed  hours  for  clearing  items  among  each 
member  are  prescribed  by  the  clearing  house  rules. 

Instead  of  going  further  into  the  provision  the  constitution  and  by- 
laws of  clearing  houses  in  a  paper  of  this  kind  in  the  short  time 
allotted,  would  suggest  that  it  might  be  well  for  the  benefit  of  the 
members  of  this  Section  that  the  Secretary  be  asked  as  soon  as  pos- 
sible during  the  coming  year  to  codify  the  laws  of  the  different  clearing 
houses  for  use  of  the  members. 

I  have  selected  a  few  of  the  chief  functions  of  the  clearing  house 
and  shall  try  to  show  how  they  are  being  performed  by  some  ot  the 
best  operated  clearing  houses  of  the  country  today. 

The  chief  function  of  the  clearing  house  is,  as  its  name  implies, 
to  clear  items  for  the  manbers,  including  those  <m  eadi  other,  those 
on  associate  members,  and  those  on  non-members,  whether  in  the 
same  city  or  not.  When  on  banks  not  in  the  same  city,  it  is  often  called 
a  country  check  clearing  house. 

For  examination  of  the  rules  and  practices  of  a  large  number  of 
clearing  houses  of  the  country,  I  have  evolved  the  following  composite 
plan,  which  appears  to  me  to  embrace  the  best  feature  of  most  of 
them: 

After  the  exchange  of  checks  at  the  clearing  house  in  the  usual  man- 
ner and  the  entry  <m  the  manager's  balance  sheet  showing  the  net 
debit  and  credit  balances,  the  manager  draws  what  is  known  as  a 
manager's  certificate  of  indebtedness  on  the  debtor  members  in  favor 
of  the  creditor  members.  These  certificates  are  called  for  within  one 
hour  by  the  creditor  members  and  deposited  with  the  Federal  reserve 
bank  or  branch,  if  any  (otherwise  cashed,  settled  by  cashier's  check, 
or  other  exchange).  This  institution  makes  the  proper  credit  and 
debit  entries  on  its  books,  completing  to  the  satisfaction  of  the  creditors 
at  the  clearing  house  the  settlement  of  balances  of  the  day. 

The  settlement  of  balances  resulting  from  the  exchange  of  items  at 
the  return  session  is  effected  by  giving  the  manager  of  the  clearing 
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house  a  desk  and  number.  To  the  institution  having  a  credit  balance 
a  draft  is  issued  on  No. Manager  for  the  amount  of  the  credit  bal- 
ance. The  manager  draws  on  each  of  the  debtor  institutions  for  the 
amount  of  their  debit  balance.  All  of  these  drafts  are  cleared  in  the 
morning  exchanges  of  the  following  business  day,  completing  settle- 
ment of  return  session  balance  of  previous  day. 

The  expenses  of  the  clearing  house  can  be  met,  first,  by  payment  of 
annual  dues;  second,  by  assessments  against  members,  pro-rated  accord- 
ing to  the  amount  which  each  member  has  sent  to  the  clearing  house 
during  three  months'  period  preceding  the  assessment.  The  expenses 
of  the  examiner's  department  and  country  check  collection  department 
are  met  in  other  ways,  and  will  be  explained  by  these  departments. 

Of  course,  there  are  different  ways  of  doing  these  same  things, 
as,  for  instance,  in  Los  Angeles  settlements  with  members  are  made 
through  the  Federal  Reserve  Bank  in  San  Francisco  by  telegraph. 
At  or  before  11:45  a.  m.  the  manager  of  the  clearing  house  advisee 
the  Federal  Reserve  Bank  in  San  Francisco  by  telegram,  signed  by 
the  presid^t  or  vice-president  of  the  clearing  house,  the  result  of 
the  day's  clearings  giving  balances  from  and  to  both  debtor  and  creditor 
banks  in  detail,  the  total  debit  balances  to  equal  the  total  credit 
balances  for  the  day.  The  Federal  Reserve  Bank  thereupon  charges 
the  debtor  bank  with  the  amount  due  from  each  of  them  respectively 
and  credits  to  each  creditor  bank  the  amount  due  it. 

In  most  larger  cities  clearings  are  made  only  twice  each  week  day 
and  once  on  Saturday,  but  in  New  York  three  exchanges  are  made 
each  day,  except  Saturday,  when  afternoon  exchange  for  return  items 
is  held. 

In  Baltimore  the  Federal  reserve  bank  branch  is  made  the  agent 
of  the  different  members  of  the  clearing  house  to  effect  the  clearings, 
and  does  so  by  charging  and  crediting  their  reserve  accounts.  In 
some  places  as  in  New  Orleans,  the  hour  of  clearing  is  8  o'clock  in 
the  morning,  and  banks  there  do  not  close  their  individual  ledgem  at 
3  o'clock  P.  M.  but  at  8:30  A.  M.  the  following  morning. 

In  San  Francisco  banks  having  credit  balances  for  the  day  settle 
same  by  checks  drawn  on  the  Federal  Reserve  Bank  of  San  Francisco, 
settling  agent,  against  accoimts  maintained  at  said  bank.  Credit  bal- 
ances due  members  for  the  day  are  placed  to  the  credit  of  the  accounts 
maintained  by  members  with  the  Federal  reserve  bank. 

The  second  most  important  function  performed  by  a  clearing  house, 
in  the  writer's  opinion,  is  that  of  examination  and  keeping  check 
upon  the  financial  condition,  standing  and  progress  of  its  members. 
This  may  be  done  in  different  ways^  as  in  many  cases — for  instance 
St.  Louis,  by  having  a  regular  clearing  house  examiner  with  a  corps 
of  assistants  who  examine  the  member  and  associate  member  banks 
as  often  as  possible,  and  at  least  once  a  year.     We  found  that  the 
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cities  that  have  a  clearing  house  examining  departm^it  are  very 
enthusiastic  over  its  operation.  They  claim  that  it  gives  a  stability 
and  confidence  to  the  banking  interests  of  the  city  that  is  not  afforded 
by  any  other  means  of  examination.  For  instance,  such  examinations 
are  more  thorough  and  more  scientific.  The  examiners  are  removed 
from  political  influence  that  so  often  enters  into  state  banking  de- 
partments and  bears  upon  state  examiners.  Then  the  fact  that  they 
are  more  familiar  with  local  conditions  and  they  examine  both  state 
and  national  banks  gives  them  an  insight  into  and  knowledge 
of  local  credits  that  is  most  valuable.  They  are  able  to  warn  the 
members  against  designing  and  constant  borrowers  who  may  try  to 
play  one  institution  against  another. 

Of  the  many  ways  of  meeting  the  expenses  of  such  departmoit,  we 
found  the  one  most  in  vogue,  and  which  apparently  had  proven  most 
satisfactory,  to  be  that  of  prorating  the  expenses  among  the  members 
in  proportion  to  the  time  spent  in  examining  each.  Often  a  small  in- 
stitution might  require  more  of  the  examiner's  time  than  a  larger 
one.  Some  clearing  houses  require  that  a  report  of  each  examination 
be  filed  with  the  clearing  house  manager,  or  a  managing  committee, 
but  in  most  cases  no  such  report  is  required  unless,  in  the  opinion 
of  the  examiner,  it  is  considered  satisfactory. 

Another  method  is  to  have  the  state  bank  examiners  or  department 
furnish  detailed  report  to  the  clearing  house  of  all  examinations  of 
its  members,  and  the  clearing  house  in  turn  furnish  a  summary  of  this 
information  to  its  members.  As  in  Louisville,  for  instance,  each  member 
of  the  association  is  required  to  furnish  the  manager  on  the  first 
day  of  each  month  a  statement  of  its  condition,  which  shall  be  tabu- 
lated by  the  manager  and  kept  by  him  in  a  book  subject  to  the  in- 
spection of  the  principal  officers  of  any  member.  The  member  failing 
to  comply  with  this  requirement  within  five  days  is  subject  to  a  fiUe  of 
$50.00. 

In  New  Orleans  members  of  the  clearing  house  are  required  to  fur- 
nish the  manager  each  Friday  morning  with  a  report  of  its  average 
daily  condition  during  the  preceding  week.  A  condensed  copy  of  this 
statement  is  furnished  to  each  member  and  a  comparison  made  against 
the  same  time  a  year  previous. 

Another  ruling  of  interest  that  the  New  Orleans  clearing  house 
has  is  to  the  effect  that  no  member  of  the  association,  nor  any  bank 
or  trust  company  clearing  through  a  member  of  the  association,  shall 
accept  for  deposit  or  collection  from  local  customers  checks  drawn 
against  local  banks  or  trust  companies  which  are  not  members  of 
the  association,  and  which  do  not  clear  through  members  of  the 
association,  nor  shall  any  member  of  the  association  receive  from 
or  send  through  the  clearing  house  any  checks  deposited,  by,  or  be- 
longing to  any  bank  located  in  that  city  not  a  member  of  the  asso- 
ciation. 
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In  Loaisrille  s  member  of  the  aseoeiation  may  eeiid  throng  the 
clearing  houae  exchangee  of  a  non-member  by  paying  into  the  aaeocia- 
tion  for  Uie  privilege  a  sum  equal  to  the  fee  required  to  be  paid  by  a 
new  member  upon  entering  the  association,  and  the  liability  of  the 
member  so  clearing  shall  be  the  same  for  this  businees  as  for  his 
own.  This  liability  shall  continue  until  the  day  next  following  the 
receipt  ci  notice  of  discontinuance  of  clearing  for  tiie  said  other 
institution. 

In  the  matter  of  fines  and  assessments,  there  is  considerable  uni- 
formity existing.  Some  associations  take  this  matter  up  more  in 
detail,  as  in  one  case  a  fine  of  50  cents  is  imposed  for  every  unstamped 
check  delivered  in  the  clearings.  Most  all  of  the  associations  have 
rules  covering  fines  for  delay,  tardiness  and  other  errors.  In  some 
cases,  as  at  Columbus,  Ohio,  prizes  are  given  to  the  representatives 
who  make  no  errors,  or  those  who  have  the  least  number  of  errors. 

The  very  important  matter  of  interest  rates  is  <me  that  we  find  con- 
trolled by  many  associations,  and  one  that  we  believe  should  be  regu- 
lated by  alL  The  plan  ad<^ted  by  the  New  York  banks  of  regulating 
interest  rates  according  to  Federal  reserve  discount  rate  we  find  is 
l)eing  followed  by  many  other  clearing  house  associati<»s,  and  we 
believe  is  logical  and  practical  and  should  uniformly  be  adopted. 

In  most  cases  provision  is  made  for  the  rate  of  interest  to  be  paid 
upon  savings  accounts,  certificates  of  deposit,  whether  time  or  demand, 
public  funds,  bank  deposits  and  individual  chedcing  accounts.  This  rate 
we  find  to  vary  according  to  section  and  locality,  and  offenders  to  be 
subjected  to  varying  fines. 

In  order  that  the  rules  prescribed  covering  interest  rates  may  not 
be  obviated,  the  Seattle  Clearing  House  Association  has  a  provision 
that  no  bank  or  trust  company  shall  permit  any  of  its  offioers  to  be- 
come associated  with,  or  permit  their  names  to  be  used  in  advertising 
by  any  savings  or  loan  association,  or  any  other  institution  solictting 
from  the  public  funds  as  savings  accounts  when  such  advertising 
conveys  the  impression  that  such  institution  pays  a  stated  rate  of 
interest  on  savings  accounts,  when  in  fact  such  advertising  and  state- 
ments are  misleading  and  the  funds  placed  in  such  institutions  are 
not  guaranteed  interest,  but  apply  to  a  subscription  of  stock  which 
is  not  delivered  to  the  depositor. 

Most  of  the  rules  of  the  clearing  houses  consulted  permit  interest 
to  be  paid  on  balances  created  by  uncollected  funds,  but  some  do  not, 
and  this,  we  believe,  is  a  very  important  matter  for  the  oonsideration 
of  this  Section.  Money  used  or  withdrawn  before  checks  deposited 
are  collected  is  simply  money  borrowed  for  that  length  of  time.  In 
the  same  way,  balances  created  by  foreign  checks  deposited  are  not 
balances  until  said  checks  are  paid.  Any  interest  allowed  thereon 
is  interest  paid  on  a  balance  that  does  not  really  exist.    It  is  especially 
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%BBj  lor  baakB  to  fool  thenuelvM  and  looe  money  in  overlooking  this 
feature.  This  is  especially  true  on  bank  balaneee  and  other  aooounta 
on  whidi  intereet  is  paid. 

We  flad  that  several  associations  have  in  the  past  year  or  so  adopted 
rules  or  regulations  covering  a  service  charge  on  accounts.  In  such 
caaesy  dteekiag  accounts  averaging  for  the  month  less  than  $100,  $600 
or  $1,000  aa  the  case  may  be,  on  which  any  checks  have  been  paid, 
are  subjeet  to  a  service  charge  of  from  25  cents  to  $1.00  or  $5.00  per 
month,  and  the  same  is  charged  to  the  account.  From  personal  in- 
vestigatidi,  I  know  that  this  rule  has  worked  very  satisfactorily  and 
profitably  in  most  of  the  cities  where  it  has  been  tried  out.  If  you 
have  never  made  the  investigation,  I  believe  you  will  be  surprised  to 
find  the  Urge  number  of  active  checking  accounts  on  the  books  of 
your  bank  that  average  very  small  and  on  which,  in  themselves,  your 
bank  constantly  loses  money. 

While  it  may  be  true  in  some  cases  one  account  may  average  small 
and  the  same  depositor  has  a  larger  one,  yet  this  fact  does  not  diminish 
the  loss  on  the  one,  and  is  more  reason  irtiy  said  depositor  should 
make  both  accounts  profitable.  Customers  realise  this,  and  I  believe 
in  most  eases  agree  that  it  is  a  fair  and  just  stand  for  the  bank 
to  take.  It  is  a  matter,  however,  that  can  only  be  handled  by  clear- 
ing house  action,  and  the  same  minimum  fixed  for  all  member  banks. 
In  these  days  of  high  cost  of  stationery,  printing  and  such  things, 
it  is  quite  a  consideration.  If  some  uniform  action  on  this  rule  were 
taken  by  more  clearing  houses  of  the  country  it  would  certainly  add 
greatly  to  the  profits  of  the  banks. 

In  practically  all  of  the  regulations  examined,  it  was  found  that 
members  could  apply  to  the  association  for  assistance.  Generally 
such  application  was  required  to  be  made  in  writing,  either  to  the 
manager  or  a  committee  appointed  for  that  purpose.  When  such  ap- 
plication is  made,  it  is  generally  provided  that  an  examination  of 
the  applicant  be  made  and  a  report  submitted  to  the  association. 
If  it  is  deemed  advisable  to  extend  assistance,  the  clearing  house, 
or  committee  appointed  for  that  purpose,  generally  accepts  from  the 
member  making  such  application  satisfactory  security  or  receivables 
to  protect  the  other  members  for  the  proportionate  amount  of  assist- 
ance they  may  advance.  All  such  advances  are  of  course  repaid  with 
interest  as  soon  as  possible  thereafter. 

The  matte^  of  donations,  subscriptions  and  advertising  is  one  that 
can  be  very  well  handled  by  clearing  house  associations  to  the  great 
profit  and  benefit  of  many  of  its  members.  In  the  mind  of  many 
of  the  directors  and  stockholders,  there  is  a  grave  doubt  whether  or 
not  the  bank  has  the  right  to  give  away  the  money  of  its  stockholders 
in  donations  and  subscriptions.  Most  of  this  is  done,  however,  in  the 
way  of  advertisement  or  necessary  expense,  and  we  believe  it  is  generally 


Digiti 


zed  by  Google 


498  THIRTBBNTH  ANNUAL  MBBTINQ 

passed  by  the  examiners.  Of  course,  a  broad  view  to  take  of  such 
action  is  that  it  serves  to  build  up  the  good  will  of  the  bank  and 
therefore  increases  its  business.  Many  of  the  associations  have  the 
provision  that  no  individual  donations  or  subscriptions  can  be  made 
in  excess  of  a  certain  amount  except  by  associated  action  of  the  banks. 
Such  a  rule  often  relieves  individual  members  of  embarrassment. 

In  advertising,  we  find  that  many  of  the  associations  list  the  dif- 
ferent  periodicals  in  which  its  members  may  advertise,  therefore  greatly 
reducing  the  advertising  expenses  and  no  doubt  saving  its  members 
oonsiderable  money.     Both  of  these  plans  we  believe  have  merit. 

In  some  of  the  state  legislatures,  Missouri  for  instance,  there  have 
been  introduced  in  recent  years  bills  purporting  to  incorporate  clearing 
house  associations  and  put  them  under  the  jurisdiction  of  the  State 
Banking  Department,  subject  to  its  regulations,  examinations,  etc 
Such  action,  we  believe,  would  be  very  harmful  and  detrimental  to 
the  best  interest  of  the  clearing  houses  and  would  prevent  them  from 
rendering  their  members  services  in  many  ways  that  they  now  do. 
It  would,  to  an  extent,  put  them  into  politics  and  prevent  the  co- 
operation they  now  enjoy. 

Much  has  been  said  and  done  recently  in  regard  to  exchange  diargn 
made  to  city  customers  on  outside  checks.  We  believe  that  such 
charges  would  be  more  clearly  understood  and  more  easily  explained 
if  they  were  characterized  "interest  charges,"  determined  by  the  time 
in  transit,  and  not  collection  charges.  This  is  the  theory  of  the 
Federal  reserve  collection  system  and  has  enabled  various  clearing 
houses  to  adjust  their  charges  on  a  basis  much  more  satisfactory 
to  their  customers. 

When  the  time  comes  that  the  Federal  reserve  banks  collect  all 
items,  we  have  no  doubt  but  what  it  will  be  on  this  basis.  While 
we  may  all  look  forward  to  the  time  when  the  Federal  reserve  collec- 
tion system  will  be  established  on  a  broader  basis  and  handle  all 
items,  yet  I  do  not  believe  that  this  can  ever  be  done  on  a  par  basis 
to  the  depositor,  because  interest  on  items  in  transit  is  a  necessity, 
and  should  be  considered  in  practically  the  same  light  as  a  loan  to 
the  customer. 

Some  clearing  houses  have  followed  the  above  plan  to  advantage 
in  prescribing  charges  on  bill  of  lading  items  drawn  with  exchange 
that  are  outstanding  beyond  the  normal  time  for  transit.  This  th^r 
do  by  making,  in  addition  to  the  exchange  charge,  an  interest  charge 
for  the  extra  days.  ^ 

More  associations  are  constantly  coming  to  prohibit  the  ''Payable 
if  desired"  items,  and  we  believe  that  such  a  practice  will  soon  be 
discontinued  entirely.     (Comptroller's  rulings  and  dangers). 

We  could  not  close  this  paper  without  laying  some  stress  on  the 
advantages   and   savings  under   present  conditions   of  country  dieck 
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clearing  houses.  By  the  establishment  of  such  departments  in  the 
different  associations,  we  see  the  possibilities  of  banks  in  any  section 
collecting  on  any  point,  in  the  most  direct  and  least  expensive  manner. 
If  banks  in  the  east  could  feel  certain  of  prompt  retiims  by  sending 
their  items  to  a  country  clearing  house  on  the  Pacific  Coast,  frcmi 
which  they  would  be  sent  direct  to  the  place  of  payment  with  the 
least  possible  time  consumed,  it  would  be  an  incentive  to  the  eastern 
banks  to  make  their  collections  in  this  manner.  If  the  whole  coimtry 
was  linked  by  country  clearing  houses,  there  could  be  built  up  a 
system  of  collecting  and  clearing  items  similar  to  that  which  is  now 
practiced  by  the  Federal  reserve  banks.  Under  the  present  method, 
diecks  are  collected  in  every  way,  and  before  reaching  place  of  payment 
may  be  farmed  out  to  a  half  dozen  different  banks  and  routed  all 
over  the  country. 

Besides  the  benefit  of  more  direct  collection,  there  is  a  great  savings 
in  this  method  of  wholesale  collection  throu^  the  clearing  houses, 
because  of  lower  rates  of  exchange  that  can  be  secured  and  reduces 
the  administration  expenses  in  postage,  stationery,  tracing,  correspond- 
ence and  clerk  hire.  Such  a  volume  of  business  can  also  be  used  to 
attract  accounts  from  sections  where  the  banks  may  scatter  their 
balances  or  do  business  elsewhere.  Banks  receiving  this  volume  of 
business  are  pleased  with  the  fact  that  only  one  draft  is  needed  for 
remittance  while  several  were  required  before.  Of  course,  this  method 
of  collecting  out-of-town  items  is  practical  and  profitable  only  in 
territories  where  there  is  a  large  proportion  of  banks  that  are  not 
members  of  the  Federal  reserve  system. 

The  influence  that  clearing  houses  have  for  harmonizing  competition 
and  erasing  evils  that  have  grown  up  in  the  banking  business  cannot 
be  over-estimated.  Their  power  of  collective  bargaining  and  oo-opera- 
tion  instead  of  individual  action  has  been  .of  the  greatest  benefit  to 
their  members,  their  cities  and  country.  This  was  demonstrated  by 
their  actions  in  1907  and  was  shown  on  many  occasions  during  the 
war.     (Applause). 

President  McAdahs:  I  am  going  to  ask  Mr.  Livingstone, 
who  is  a  former  President  of  the  Association^  and  now  the 
present  president  of  the  Detroit  Clearing  House  Association, 
to  say  a  few  words  to  us. 

Mr.  William  Livingstone:  Qentlemen,  I  feel  somewhat 
ashamed  to  be  here  this  af  temoon^  as  I  came  here  to  make  an 
apology.  It  has  been  my  custom  for  a  number  of  years  back  to 
get  all  the  ex-Presidents  of  the  American  Bankers  Association  to- 
gether in  a  bxmch,  with  the  feeling,  of  course,  that  it  might  last  as 
the  twilight  years  are  coming  on  me.    I  wanted  exceedingly  to 


Digiti 


zed  by  Google 


600  THIETSENTH  ANNUAL  MKBTINO 

have  Mr.  George  Beynalds  present  at  that  time,  and  I  prac- 
tically promised  if  he  was  late  in  keeping  the  engagement 
which  he  made  for  the  Clearing  House  Section  here,  that  I 
wonld  come  here  and  apologize  for  him  if  he  were  late.  I  came 
here  with  the  sole  expectation  of  apologizing,  but  gentlemen,  I 
have  no  apology  to  make.  If  I  had  written  Mr.  Beynolds'  sob- 
jecty  but  of  course  he  requires  no  assistance  from  anyone  on 
earth,  I  could  not  have  expressed  the  sentiments  of  our  section 
of  the  country,  at  least,  better  than  was  expressed  by  him  today. 
(Applause.)  It  affords  me  great  pleasure  indeed  to  be  h^e 
to  testify  to  that  I  am  not  on  the  program;  I  don't  want  to 
take  up  your  time.  It  so  happens,  perhaps,  that  in  addition  to 
the  banking  business,  all  my  life  I  have  been  intereeted  more 
or  less  in  a  steamboat  proposition,  on  the  Great  Lakes.  It  may 
be  somewhat  of  a  surprise  to  you  when  I  say  that  the  year 
before  last  we  moved  100  million  tons  on  the  Great  Lakes, 
and  our  average  time  for  navigation  is  about  1^5  days;  as  a 
matter  of  fact  a  trifle  less  than  that,  as  against  365  days  on  the 
seaboard,  and  yet  the  year  before  last  we  moved  more  tonnage 
on  the  Great  Lakes  than  entered  and  cleared  at  the  ports  of  New 
York,  London,  Liverpool  and  Manchester  combined.  Not  in 
value,  however,  because  a  large  portion  of  that  was  iron  ore 
tonnage. 

Prbsident  McAdahs:  We  will  now  have  a  report  from  the 
Committee  on  Besolutions. 

The  following  resolutions  were  thereupon  offered  by  the  Com- 
mittee on  Besolutions: 

'^Resolved,  First :  That  a  vote  of  thanks  be  given  to  Mr.  Jerome 
Thralls,  former  Secretary,  for  his  very  efficient  activities  in 
connection  with  the  work  of  this  section,  until  the  time  of  his 
resignation. 

^2nd :  A  vote  of  thanks  to  the  members  of  this  Section  and  its 
officers,  for  their  activities,  and  to  strongly  urge  even  greater 
energy  upon  them  concerning  very  important  problems  to  be 
considered  during  the  coming  year. 

'^3rd:  The  adoption  in  general  use  of  the  credit  statement 
form,  already  prepared  by  this  Section. 
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^'4th:  For  further  development  looking  toward  the  more 
general  nee  of  trade  and  bank  acceptances. 

''5th:  Placing  in  operation  further  propaganda  ooooeming 
the  adoption  by  the  different  clearing  houses  of  the  forms  of 
the  clearing  house  commercial  system. 

**6ih:  An  expression  of  thanks  to  the  yanons  speakers,  the 
St  Louis  speakers,  and  all  the  people  of  St  Louis  for  the 
delightful  hospitality  extended  during  this  convention." 

The  meeting  then  adjourned. 
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EXECUTIVE    COMMITTEE 

(Tebm  ExPiBiifQ  1920) 

J.  A.  PoNDBOM,  Vice-Preeident  South  Texas  Commercial  National  Bank, 
Houston,  Texas,  F.  R.  Dist.  No.  11. 

Alfred  L.  Aiksn,  President  National  Shawmut  Bank,  Boston,  Mass. 
F.  R.  Dist.  No.  1. 

John  G.  Lonsdale,  President  National  Bank  of  Commerce,  St.  Louis, 
Mo.  F.  R.  Dist.  No.  8. 

Theodore  Wold,  Vice-President  Northwestern  National  Bank,  Min- 
neapolis, Minn.     F.  R.  Dist.  No.  9. 

(Term  Expiring  1921) 

N.  P.  Gatlin,  Vice-President  Chatham  and  Phenix  National  Bank, 
New  York  City.    F.  R.  Dist.  No.  2. 

A.  F.  Dawson,  President  First  National  Bank,  Davenport,  Iowa. 
F.  R.  Dist  No.  7. 

Waij>o  Newcomer,  President  National  Exchange  Bank,  Balitmore, 
Md.   F.  R.  Dist.  No.  6. 

George  A.  Kennedy,  Vice-President  First  National  Bank,  San  Fran- 
cisco, Cal.   F.  R.  Dbt.  No.  12. 

(Term  Expiring  1922) 
Joseph  Watnb,  Jr.  President  Girard  National  Bank,  Philadelphia,  Pa. 

F.  R.  Dist.  No.  3. 
R.   D.    Sneath,    President    Commercial   National    Bank,   Tiffin,    Ohio. 

F.  R.  Dist.    No.  4. 
Thomas  R.  Preston,  President  Hamilton  National  Bank,  Chattanooga, 

Tenn.    F.  R.  Dist.  No.  6. 
James  Ringold,  Vice-President  United  States  Naticmal  Bank,  Denver, 

Colo.   F.  R.  Dist.  No.  10. 

Ex-Officio 

The  President — Walter  W.  Head,  Vice-President  Omah«  National 
Bank,  Omaha,  Nehr. 

The  Vice-President — Henry  H.  McKee,  President  National  Capital 
Bank,  Washington,  D.  C. 

The  President  in  1918-19 — Oliver  J.  Sands,  President  American  Na- 
tional Bank,  Richmond,  Va. 

COMMITTEE  ON  SECRET  ASSIGNMENT  OF  ACCOUNTS 
(To  be  appointed) 

COMMITTEE  ON  FEDERAL  LEGISLATION 
Waldo  Newcomer,  Chairman,  c/o  National  Exchange  Bank,  Baltimore, 

Md. 
George  A.  Kennedy,  Vice-President  First  National  Bank,  San  Francis- 
co, Cal. 
J.  A.  PoNDROM,  Vice-President  South  Texas  Commercial  National  Bank, 
Houston  Texas. 
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COMMITTEB  ON  STATE  LEGISLATION 
Thomab  R.  Pbebtcht,  Chairman,  c/o  Hamilton  National  Bank,  Chatta- 
nooga, Tenn« 
A.  F.  Dawson,  President  Pint  National  Bank,  Davenport^  Iowa. 
R.  D.  Sreatb,  President  Commercial  National  Bank,  Tiffin,  Ohio. 

COMMITTEE  ON  FORMS 
N.  P.  Gatlino,  Chairman,  c/o  Chatham  and  Pheniz  National  Bank, 

New  York  City. 
Habbt  J.  Haas,  Vice-President  First  National  Bank,  Philadelphia,  Pa. 
Joshua  Bvaivs,  Jb.,  Cashier  Riggs  National  Bank,  Washington,  D.  C. 

COMMITTEE  ON  ACCEPTANCES 
Oliveb  J.  Sakds,  Chairman  c/o  American  National  Bank,  Ridunond,  Vs. 
AunoD  L.  AiKSN,  President  National  Shawmut  Bank,  Boston,  Mass. 
jAins  RmooLD,  Vice-President  United  States  National  Bank,  I>enTer, 
Cok>. 

COMMTITEE  ON  STATE  TAXATION  OF  NATIONAL  BANKS 
J.  Elwood  Cox,  Chairman,  President  Commercial  Natumal  Bank,  High 

Point,  N.  C. 
Waldo  Newooheb,  President  National  Exchange  Bank,  Baltimore,  Md. 
Teomas  R.  Pueston,  President  Hamilton  National  Bank,  Chattanoogs, 

Tenn. 

COMMITTEE  ON  TRUST  DEPARTMENTS  OF  NATIONAL  BANKS 

JoBXf  G.  LoNSDAUD,  Chairman,  c/o  National  Bank  of  Oommeree,  St 
Louis,  Mo. 

THBOKttK  Wold,  Viee-President,  Northwestern  National  Bank,  Min- 
neapolis, Minn. 

ALfVED  L.  Aiken,  President  National  Shawmut  Bank,  Boston,  Maia 

COMMITTEE  ON  MEMBERSHIP 
jAifBS  RiNGOLD,  Chairman,  c/o  United  States  National  Bank,  Denver, 

Cola 
John  G.  Lonsdale,  President  National  Bank  of  Commeree,  6L  Louis. 

Mo. 
J.  A.  PoNDBOif ,  Vice-President  South  Texas  Commercial  National  Bank, 

Houston,  Texas. 
W.  D.  ViNOBNT,  Vice-President  Old  National  Bank,  Spokane,  Wash. 
PnOT  Johnston,  Vice-President  Chemical  National  Bank,  New  York 

City. 
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PROCEEDINGS  OP  THE  FOURTH  ANNUAL 
MEETING 

NATIONAL  BANK  SECTION 

Ahbrican  Bankbrs  Association 

St  Louis,  Mo. 
September  30,  October  1,  1919 

The  first  session  of  the  fourth  annual  meeting  of  the  Na- 
tional Bank  Section  was  held  in  the  ballroom  of  the  Planters 
Hotel,  St.  Louis,  Mo.,  on  Tuesday,  September  30,  1919,  at  2 :30 
o'clock  p.  M.  All  joined  in  singing  **The  Star  Spangled 
Banner,''  after  which  an  invocation  was  offered  by  the  Bev.  Z. 
B.  T.  Phillips,  rector  of  St.  Peter's  Episcopal  Church  at  St. 
Louis. 

President  Oliver  J.  Sands  :  The  National  Bank  Section  of 
the  American  Bankers  Association  will  please  come  to  order. 
Out  of  consideration  for  your  time  and  convenience,  the  reports 
of  the  President,  the  Executive  Committee  and  the  Secretary 
have  been  printed  and  will  be  found  in  the  pamphlet  that  has 
been  distributed  to  you,  and  we  will  be  very  glad  to  have  you 
take  them  home  with  you  and  read  them  there;  and  if  any 
question  arises  concerning  any  of  the  matters  reported  on,  we 
will  be  glad  to  discuss  any  matter  with  you  before  the  close  of 
the  convention.  (These  reports  will  be  found  at  the  end  of  the 
printed  proceedings  of  this  section.) 

The  first  order  of  business  will  be  the  appointment  of  two 
committees,  one  on  resolutions  and  one  on  nominations.  These 
committees  are  to  be  appointed  now,  and  are  to  report  at  to- 
morrow's session.  I  will  appoint  on  the  Committee  on  Besolu- 
tions:  Mr.  George  Woodruff,  Joliet,  111.;  Mr.  E.  F.  McNally, 
St.  Louis,  Mo.;  Mr.  J.  R.  Dominick,  Kansas  City,  Mo.;  <m 
the  Committee  on  Nominations:  Mr.  Delmer  Runkle,  Hoosick 
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Falls,  N.  Y.;  Mr.  S.  E.  Trimble,  Springfield,  Mo.;  Mr.  J.  C. 
Houston,  Denver,  Colo. 

My  great  pleasure  now  is  to  introduce  to  you  the  first  speaker, 
Mr.  Waldo  Newcomer,  president  of  the  National  Exchange 
Bank  of  Baltimore.  Mr.  Newcomer  is  well  known  to  every 
member  of  this  Association.  True  to  the  conservative  nature 
of  this  Association,  I  want  to  say  that  we  didn't  take  any 
chances  with  our  speakers,  and  so  we  got  men  that  we  knew,  and 
knew  would  fill  tiieir  part  of  the  program  acceptably  to  ns 
all.  Mr.  Newcomer  is  a  prominent  banker  and  a  prominent 
business  man,  and  he  has  been  very  active  in  the  interests  of 
this  Association,  and  the  many  sacrifices  he  has  made  for  the 
American  Bankers  Association  could  only  have  been  because 
of  his  desire  to  be  of  service  to  the  banking  business  of  this 
coimtry.  He  has  served  well,  and  is  most  qualified  to  address 
us  on  "The  Eelations  Between  the  Federal  Reserve  and  Member 
Banks.''  I  take  great  pleasure  in  introducing  Mr.  Newcomer. 
(Applause.) 

IMPEOVING  THE  RELATIONS  BETWEEN  FEDERAL 
RESERVE  AND  MEMBER  BANKS 

Waldo  Nbwoombb 

I  appreciate  highly  the  honor  of  being  invited  to  present  for  your 
consideration  a  subject  so  important  and  so  interesting  to  all  of  m 
as  that  covered  by  this  paper.  A  keen  sense  of  responsibility  rests 
upon  me  and  I  know  that  some  things  that  I  shall  say  will  be 
sharply  criticized,  but  I  want  to  speak  with  the  utmost  franknen 
and  freedom  and  therefore  I  ask  you  to  accept  my  assurance  that 
not  one  word  in  this  paper  is  intended  as  a  criticism  of,  or  arefleetioB 
upon,  any  reserve  bank,  member  or  non-member  bank,  or  any  individual 

This  is  not  intended  to  be  in  any  sense  a  philosophical  diseussicB 
on  the  theoretical  relations  between  the  Federal  reserve  banks  and 
the  member  banks,  nor  yet  a  didactic  sermon  on  the  duties  of  either, 
but  it  is  an  earnest,  however  unsatisfactory,  attempt  to  make  a  fev 
practical  suggestions,  which  may  lead  to  closer  co-operation  and  mor« 
efficient  results.  I  do  not  mean  to  intimate  that  there  is  anythisg 
unsatisfactory  in  the  present  workings  of  the  system,  but  any  ma- 
chinery of  human  origin,  however  near  perfection,  has  possibilities  of 
improvement,   and  in   this   case  we   are   all   interested   in   having  it 
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approach  as  closelj  as  possible  to  the  unattainable  limit  of  absolute 
perfection,  and  wi^  to  do  all  in  our  power  to  assist. 

Nor  does  this  paper  represent  any  personal  hobby  or  theory  of  the 
writer,  elaborated  in  the  secrecy  of  his  private  study,  but  it  has  been 
prepared  after  correspondence  with  various  officers  of  reserve  banks 
and  their  branches,  and  with  a  number  of  officers  of  member  banks 
of  all  sizes,  scattered  oyer  the  whole  United  States,  and  to  all  these 
the  writer  desires  to  express  his  appreciation  of  their  cordial  responses 
and  Taluable  suggestions. 

The  Federal  reserve  system,  in  its  plan  for  consolidating  and 
mobilizing  reserves,  has  frequently  been  compared  to  a  reservoir  of 
water  as  a  protection  against  fire.  For  my  present  purpose,  I  prefer 
to  think  of  it  as  a  reservoir  of  drinking  water,  supplied  by  numerous 
streams  covering  a  wide-spread  and  diversified  area.  You  will  see 
at  once  that  two  things  are  necessary  that  it  may  be  thoroughly 
satisfactory  in  the  accomplishment  of  the  work  expected  of  it. 

Firgt:  The  feeding  streams  must  be  developed  and  directed  so  as 
to  supply  the  maximum  amount  of  the  purest  water  obtainable  to  the 
reservoir. 

Beoond:  All  leaks  and  waste  places  in  the  reservoir  itself  must  be 
eliminated  and  tl^e  freest  possible  streams  distributed  to  the  popula- 
tion, new  outlets  and  supply  pipes  being  added  to  take  care  of  enlarged 
demands,  and  the  whole  system  so  administered  as  to  give  satisfaction 
to  patrons  and  tax-payers. 

You  will  observe  that  these  two  things  are  of  equal  importance 
and  interdependent.  The  best  watersheds  in  the  world  are  useless 
without  a  good  reservoir,  and  the  best  reservoir  in  the  world  is  equally 
useless  without  a  good  water  supply,  and  the  two  must  be  properly 
co-ordinated. 

Now  we  have  in  the  Federal  reserve  system  a  magnificent  reservoir 
of  tested  capacity.  Reversing  the  usual  practice,  perhaps  fortunately 
and  perhaps  unfortunately,  this  reservoir  received  its  first  test  not 
under  normal  conditions  but  under  the  strain  of  an  unprecedented 
emergency.  Nobly  did  it  stand  the  test  and  few  will  be  found  to  deny 
that>  but  for  it>  the  financial  system  of  this  country  would  probably 
have  collapsed  in  the  great  world  war.  We  now  d^ire  not  only  to 
have  the  system  revert  to  a  peace  basis,  but  to  put  on  the  finishing 
touches  of  its  construction  and  so  co-ordinate  its  activities  with  those 
of  our  individual  banks  that  all  may  attain  to  their  highest  possible 
effieien^. 

The  first  thing  that  struck  me  in  considering  this  matter  was  that 
apparently  in  this  case  there  was  more  room  for  improvement  in 
the  feeding  streams  than  in  the  reservoir  and  that  this  was  perfectly 
natural.  Ever  since  the  Federal  reserve  banks  were  established 
their  officers  have  been  working,  studying  and  conferring  with  each 
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other  without  cessation,  in  the  effort  to  improve  the  tjtUm  and  to 
derise  additi<mal  wajB  of  making  it  more  useful  to  members  idiilst 
the  members  have  not  bestowed  anything  like  a  corresponding  amount 
of  attention  on  their  end  of  the  proUon.  I  saj  this  is  perfoetlj 
natural  for  this  study  and  these  efforts  to  perfect  the  system  formed 
the  business  of  the  reserve  banks  while  to  the  members  it  wbm  merely 
an  incident  among  their  numerous  duties.  And  this  brings  me  to  my 
first  suggestion:  We  member  banks  should  now  make  it  our  business 
to  study  the  Federal  Reserve  Act,  the  reserve  banks,  our  relations  with 
them,  and  the  possibilities  of  utilizing  their  servioes  to  an  ertmt  not 
heretofore  contemplated.  Misunderstandings,  minor  disagreements,  and 
criticisms  are  frequent  and  lost  opportunities  to  receive  benefits  are 
k^on,  due  not  to  ignorance  or  mental  inability  to  grasp  some  eom- 
plicated  situation,  but  simply  to  the  fact  that  individual  bankers  have 
not  realized  the  importance  of  the  subject,  nor  the  advantages  to 
their  banks  that  were  lying  within  their  grasp,  and  have  failed  to 
familiarize  themselves  with  the  system.  I  wonder  how  many  of  us  have 
carefully  read  the  Federal  Reserve  Act  with  its  Amendments.  There 
should  be  a  copy  on  the  desk  of  every  banker  and  he  should  give  it 
at  least  one  careful  reading  from  beginning  to  end  before  considering 
it  merely  a  useful  book  of  reference  for  frequent  consultation.  Whether 
or  not  we  fully  approve  of  the  system  in  all  respects,  it  will  pay  us 
to  study  it  carefully  from  an  unbiased  and  sympathetic  standpoint, 
and  try  to  realize  its  big,  broad  purposes  and  possibilities,  and  cease 
to  regard  it  as  simply  a  machine  to  effect  clearances  and  collections. 
To  be  fully  up  to  date  with  our  knowledge  of  its  meaning  and  develop- 
ment we  should  also  read  all  the  circulars  of  the  Federal  reserve 
banks  and  the  rulings  of  the  Federal  Reserve  Board.  These  are  so 
numerous  that  few  of  us  have  the  time  to  comply  literally  with  this 
suggestion.  But  we  can,  and  should,  in  that  case,  appoint  scmie  one 
in  our  bank  to  read  these  and  call  the  attention  of  the  proper  officers 
to  all  matters  of  importance.  They  are  too  valuable  and  important 
to  be  consigned  unread  to  a  waste  basket,  or  what  is  practically 
synonomous  therewith  in  many  cases,  filed  for  future  reference  with- 
out reading.  Perhaps  you  will  suggest  that  the  reserve  banks  might 
co-operate  by  cutting  down  the  number  of  these  communications  so 
as  not  to  overwork  the  individual  delegates  to  read  them.  Let  us  remem- 
ber, however,  that  it  is  inevitable  that  these  circulars  should  be  more 
numerous  now  than  will  be  necessary  later.  Many  rulings  have 
been  necessary  to  explain  and  clarify  the  meaning  of  the  Act,  many 
rough  places  incident  to  a  new  structure  have  to  be  smoothed  down, 
and  no  doubt  many  of  us  members  have  had  to  be  instructed  and  edu- 
cated. 

So  much  for  our  preliminary  education.    Now,  how  can  we  oo-opemte? 
If  you  have  frequent  business  transactions  with  another  bank*  or  a 
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mereuitUe  hou&t,  or  aa  iadiTidual,  a  ptraoBal  aequafntanee  with  the 
man  in  anthoritj  clariii—  and  simpUflM  your  probWma  to  a  wonderful 
eoEtent.  So  now  it  will  pay  ns  well  to  heooma  personalty  aiNjuainted 
with  the  oOcen  of  our  own  Federal  reeerve  hank,  to  diaeuM  with 
them  any  matters  we  do  not  understand  or  of  which  we  disapprove, 
and  haye  a  frank  interchange  of  views.  It  would  he  well  to  send 
the  heads  of  some  of  our  departments  to  personally  confer  regarding 
the  irork  of  that  d^Murtment  where  it  comes  in  contact  vrith  the 
reserve  hank.  In  the  case  of  country  hanks  which  cannot  conveniently 
visit  the  reserve  hank  frequently,  they  should  take  up  any  difficulty 
direct  vrith  the  reserve  hank  and  not  through  a  correspondent,  and 
take  it  up  as  a  frank  discussion,  and  not  as  a  complaint.  Oct  as  near 
as  possible  to  the  hasis  of  a  fact  to  face  talk.  To  a  certain  extent 
the  Federal  reserve  hanks  can  co-operate  in  this  hy  adopting  generally 
a  plan  which  one  or  two  are  trying  vrith  very  satisfactory  results. 
That  is,  by  holding  group  conferences  at  regular  intervals  to  which 
are  invited  representatives  of  all  hanks  in  a  given  section  or  of  a 
certain  dass,  until  in  the  course  of  «  year  or  less,  every  bank  in 
the  district  has  attended  or  at  least  has  had  a  full  importunity  to 
do  so.  At  these  conferences  free  discussions  are  encouraged,  questions 
are  answered,  difficulties  removed,  misunderstandings  cleared,  and  the 
larger  purposes  of  the  system  made  plain. 

The  Federal  reserve  banks  should,  and  I  think  th^  do,  welcome 
suggestions  from  member  banks  for  the  improTement  and  enlargement 
of  their  services,  and  we  should  feel  free  to  make  sudi  suggestions,  al- 
ways, however,  vrith  a  mind  open  to  accept  an  explanation  of  the  im- 
practicability or  the  inadvisability  of  their  adoption. 

I  think  it  would  be  vrell  for  the  Federal  reserve  bank  of  a  district 
to  be  represented  at  all  State  Bankers'  conventions  and  bankers'  dinners 
in  that  district^  and  when  practicable,  their  representative  should  visit 
those  country  banks  which  otherwise  might  not  come  into  personal 
contact  with  them«  These  traveling  representatives  should  make  their 
reports  to  their  superior  officers  and  matters  of  importance  should  be 
passed  on  to  the  Federal  Reserve  Board. 

The  Federal  Reserve  Board  Act  provides  quite  an  elaborate  and 
detailed  plan  for  the  nomination  and  election  of  Class  A  and  Class 
B  Directcvs.  This  plan  was  not  made  elaborate  for  the  purpose  of 
causing  extra  work,  nor  is  it  really  complicated.  But  under  it  each 
of  us  has  a  full,  fair  importunity  for  participation  in  the  selection 
of  directors.  Let  us  see  to  it,  then,  to  the  best  of  our  ability,  that 
the  best  available  men  of  our  district  are  nominated. 

We  all  know  how  seriously  ire  are  annoyed  by  the  carelessness  of 
a  correspondent  who  does  not  handle  his  end  of  a  mutual  business  in 
a  business-like  manner.  Need  I  say  that  almost  every  reserve  bank 
in  the  country  would  be  saved  an  enormous  amount  of  work  and  un- 
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necessary  bother  if  we  members  were  all  careful  to  be  bosmess-like  in 
such  details  as  sending  renewal  notes  on  time,  advising  as  to  our  wishes 
with  regard  to  the  disposition  of  maturing  paper,  giving  accurate 
descriptions  of  collateral,  seeing  that  all  the  notes  we  tender  are 
legally  eligible,  wrapping  and  sorting  currency  properly,  promptly 
returning  bags,  et  cetera. 

Since  the  advent  of  the  Federal  reserve  banks,  and  due  to  their 
requirements,  there  has  been  a  wonderful  improvement  in  the  com- 
pleteness of  the  credit  files  of  member  banks.  It  is  well  worth  our 
while  now  to  endeavor  to  secure  financial  statements  in  proper  shape 
from  all  our  borrowers  at  regular  intervals.  This  will  work  to  our 
own  advantage  in  lowering  our  losJB  ratio  and  also  make  all  our  paper, 
otherwise  eligible  ready  for  immediate  use  in  re-discounts,  thus  forming  a 
large,  secondary  reserve. 

It  is  probably  unnecessary  to  remind  you  that  reserves  should  be 
kept  up  to  the  required  amount  in  actually  collected  funds,  but  I  am 
told  that  many  of  the  smaller  banks  do  not  carry  a  transit  account 
on  their  books  but  charge  all  items  to  the  Federal  reserve  bank  on 
the  reserve  account  when  deposited.  Of  course,  their  books  can  never 
agree  with  those  of  the  reserve  bank.  Even  the  smallest  bank  should 
open  such  a  transit  account  and  each  day  the  transcript  should  be 
checked  up  and  discrepancies  reported  at  once. 

It  would  be  a  great  convenience  to  the  Federal  reserve  banks  and 
also  to  each  of  us  if  all  checks  were  of  a  uniform  size  and  all 
bore  the  number  of  the  Federal  Reserve  District  as  well  as  the  A.  B.  A. 
transit  number.  Perhaps  this  is  a  little  outside  the  scope  of  this 
paper  and  an  attempt  to  make  the  improvement  obligatory  might  meet 
with  opposition  from  some  of  our  customers,  but  I  merely  refer  to  it 
in  passing  and  hope  that  in  the  future  some  method  will  be  found 
for  bringing  about  this  reform  at  least  to  the  point  that  the  cheek 
of  special  size  will  be  the  exception. 

In  order  that  the  Federal  Reserve  System  may  reach  its  fullest  de- 
velopment and  efficiency,  it  is  essential  that  every  eligible  non-member 
bank  should  become  a  member.  I  understand  that  state  banks  and 
trust  companies  to  the  number  of  more  than  one  thousand  and  repre- 
senting more  than  50  per  cent,  of  the  resources  of  all  the  state  banks 
and  trust  companies  of  the  country  have  already  joined  but  the  actual 
number  of  eligible  non-members  is  still  very  large.  Now,  if  so  many 
have  found  it  advisable  to  come  in,  and  they  are  not  all  very  large 
ones  by  any  means,  there  is  very  little  doubt  that  it  would  be  ad- 
vantageous to  the  others  also,  Init  they  do  not  seem  to  realize  it. 
Perhaps,  it  is  in  our  power  to  do  a  little  missionary  work  which  would 
rebound  to  the  benefit  of  the  reserve  system,  ourselves,  and  of  the  ooa- 
verted  heathen.  Some  large  banks  are  said  to  be  mildly  discouraging 
these  non-members  frcmi  joining  on  account  of  their  fear  of  losing  their 


Digiti 


zed  by  Google 


NATIONAL  BANK   SECTION  511 

reserve  accounts.  It  is  not  easy  to  be  unselfish  in  this  world,  but  if 
the  banks  will  remember  the  old  cry  that  their  deposits  would  shrink 
terribly  when  members  transferred  their  reserve  to  the  reserve  banks, 
and  how  groundless  was  their  fear,  and  will  realize  that  the  stronger 
and  more  efficient  the  system,  the  greater  is  their  security,  and  their 
opportunity  to  make  profits,  they  may  realize  that  they  can,  from  a 
very  selfish  standpoint,  take  an  unselfish  position  and  encourage  these 
non-members  to  join  and  share  in  the  benefits.  Now,  before  we  can 
be  very  satisfactory  missionaries  we  must  ourselves  realize  more  fully 
than  some  of  us  do  the  benefits  of  the  system  to  us  in  our  own  banks. 
I,  therefore,  suggest  that  every  doubting  Thomas  and  every  lukewarm 
Laodicean  take  his  pencil  and  figure  the  following: 

1.  Take  your  deposits  and  calculate  how  much  was  free  for  loaning 
purposes  under  the  reserve  provisions  of  the  old  National  Bank  Act, 
and  your  income  from  this  plus  the  interest  on  reserves  in  the  hands 
of  reserve  agents.  Compare  this  with  your  income  at  the  same  rates 
on  the  loanable  funds  from  the  same  amount  of  deposits  under  the 
reserve  requirements  of  the  Federal  Reserve  Act. 

2.  Consider  the  mobility  of  your  present  reserves. 

3.  Consider  the  decrease  in  your  float. 

4.  Consider  the  ease  of  securing  currency. 

6.    Consider  the  rate  at  which  you  can  borrow. 

6.  Consider  the  opportunities  for  profit  in  business  which  you 
could  not  transact  under  the  old  law. 

7.  Consider  the  advantages  of  a  secondary  reserve  in  income  pro- 
ducing acceptances. 

8.  Consider  the  possible  future  advantages  of  cable  clearances  and 
transfers  in  the  world  commerce  which  appears  to  be  developing. 

After  you  have  assimilated  the  above,  see  whether  you  are  yourself 
using  your  Federal  reserve  bank  to  the  utmost. 

Perhaps  you  may  not  have  the  time  nor  the  inclination  to  enter 
into  long  arguments  with  the  non-member  and  you  will  always  find 
that  the  arguments  of  the  man  who  does  not  wish  to  be  convinced 
are  very  adroit  Itnd  difficult  to  answer  satisfactorily  to  him.  But 
there  is  one  argument  that  is  easily  used  by  you  and  difficult  to 
answer.  Ask  him  to  confer  with  some  state  bank  or  trust  company 
which  has  been  a  member  for  at  least  six  months  and  ask  whether 
they  have  regretted  the  step  or  would  care  to  resign.  You  can  rest  on  that 
and  the  argument  is  almost  unanswerable.  In  this  connection,  may 
I  call  your  attention  to  an  excellent  little  pamphlet,  issued  by  the 
Federal  reserve  bank  of  San  Francisco,  entitled,  ''State  Bank  Mem- 
bership in  the  Federal  Reserve  System."  This  pamphlet  contains  104 
questions  and  answers  and  is  not  only  good  for  this  purpose,  but 
hioidentally,  it  puts  the  salient  points  of  the   Federal  Reserve  Act 
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before  om  in  *  form  easily  oomprehendad  and  conTenient  for  refer- 
enee.    I  shall  quote  bat  three  of  these  bearing  doeely  on  this  subjeet: 

Q.  "How  does  membership  enable  a  bank  to  eoctend  additional 
aooonmiodations  to  its  customers? 

A.  'The  law  requires  the  maintenance  of  a  reserve  proportioned 
to  deposits.  Experience  shows  that  increased  loans  mean  increased 
deposits,  which  in  turn  mean  larger  reserres.  By  re-disoounting,  a 
bank  can  at  once  build  up  its  reserves  and  thus  increase  its  lending 
capacity.  The  ability  to  re-discount  with  the  Federal  reserve  bank 
is  both  surer  and  cheaper  than  borrowing  from  a  correspondent. 

Q.  'Is  it  not  true  that  the  smaller  banks  have  little  if  any,  paper 
eligible  for  re-discounts? 

A.  "Many  banks  think  they  do  not  have  such  paper  when  in  reality 
they  do,  or  their  paper  can  readily  be  put  into  sudi  shape  that  it  is 
eligible.  This  has  been  the  experience  of  many  banks  throughout 
the  country. 

Q.  "How  may  a  member  bank  offset  the  loss  of  interest  on  its  bal- 
ances with  the  Federal  reserve  bank? 

A.  1.  "The  deposit  with  the  Federal  reserve  bank  can  generally 
be  made  in  part  from  cash  now  carried  in  vault  which  is  not  drawing 
interest  Excess  vault  reserves  are  no  longer  necessary  to  be  aare  oi 
maintaining  the  minimum  required  by  state  laws,  and  the  Federal 
reserve  bank  can  be  relied  upon  to  supply  currency  at  any  time. 

2.  "Member  banks  can  safely  carry  much  smaller  exoese  reeervee  and 
have  a  part  of  the  present  excess  reserves  for  loaning  or  investment;  if 
invested  in  paper  eligible  for  re-discount,  it  serves  every  purpoee  of  a 
reserve,  since  it  can  be  immediately  made  available.  Paper  eligiUe 
for  re-discount  has  come  to  be  regarded  as  a  member  bank's  emergency 
reserve. 

3.  "Member  banks  can  borrow  at  the  Federal  reserve  bank  at  lower 
rates  and  with  greater  certainty  than  from  correspondents. 

4.  "By  using  the  check  collection  service  of  the  Federal  reserve 
bank  the  member  can  effect  a  saving  in  two  ways : 

(a)  "Balances  carried  with  correspondents  solely  for  purposes  of 
chedc  oolleotions  may  be  discontinued,  and  these  balances  loaned  at 
current  rates.  Since  chedcs  on  the  vast^  majority  of  banks  can 
be  collected  at  par  and  without  cost,  this  is  clearly  a  desirable  thing 
to  do. 

(b)  "Checks  can  be  collected  through  the  Federal  reserve  bank 
in  the  shortest  possible  time,  since  checks  are  routed  direct.  The  funds 
thus  become  available  for  loaning  more  quickly  than  under  the  old 
system  of  indirect  routing. 

"The  experience  of  member  banks  shows  that  the  saving  and  added 
profits  more  than  offset  the  loss  of  interest  on  the  balances  carried 
with  the  Federal  reserve  bank.     One  state  bank  has  volunteered  the 
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information  that  its  profits  have  been  increased  25  per  cent,  through 
membership.'' 

In  view  of  the  importance  of  having  non-members  join  the  system, 
some  have  advocated  measures  designed  to  force  them  to  join,  and  others 
have  favored  the  granting  of  special  privileges  to  induce  them  to 
join.  Personally,  I  am  opposed  to  both  methods,  though  the  suggestion 
which  I  am  about  to  make  may  appear  to  have  some  of  the  elements 
of  coercion.  I  do  not  think  it  fair  to  give  them  privileges  not  accorded 
to  members,  nor  would  I  attempt  to  compel  them  to  come  in.  Leave 
the  matter  to  the  slower,  but  less  irritating,  processes  of  education 
and  growing  intelligence.  It  is  greatly  to  their  advantage  to  join, 
more  are  seeing  this  every  day,  and  in  time  all  will  realize  it.  Con- 
sider this  point,  however:  Suppose  you  were  members  of  a  club  which 
offered  special  advantages  and  valuable  privileges  to  members,  and 
you  had  invited  a  number  of  men  to  join,  knowing  that  the  club 
would  be  of  great  benefit  to  those  men,  and  that  the  additional  mem- 
bership would  enable  it  to  greatly  extend  its  usefulness.  If  those 
men  failed  to  recognise  this  and  failed  to  join,  you  would  not  think 
of  attempting  to  compel  them  to  adopt  your  views,  but  let  me  ask 
you  this:  Would  you  extend  to  them  the  benefits  and  advantages  of 
membership  without  the  payment  of  dues  or  the  assumption  by  them 
of  the  duties  and  responsibilities  of  membership?  I  think  not,  and 
yet  that  is  exactly  what  we  are  doing  in  this  case  in  many  instances. 
And  therefore,  on  these  grounds,  exactly,  and  not  as  a  measure  of 
coercion,  I  suggest  that  we  members  refuse  to  be  the  medium  for  the 
collection  throu^  the  Federal  reserve  banks  of  items  for  the  benefit 
of  banks  which  will  not  themselves  reciprocate  by  remitting  at  par, 
and  that  we  refuse  to  discount  for  eligible  non-members  when  we  are 
forced  to  re-disoount  with  the  Federal  reserve  banks  in  order  to  carry 
them,  unless  we  do  so  at  such  rates  as  really  pay  us  and  are  more 
expensive  to  them.  There  is  no  earthly  reason  why  they  should  secure 
the  advantages  without  the  obligations  and  then  say  with  some  justice 
that  there  is  no  further  advantage  to  them  in  joining  the  system. 

Section  4  of  the  Federal  Reserve  Act  enumerates  the  powers  of  the 
Federal  reserve  banks  in  eight  items  and  my  attention  has  been  called  to 
a  paragraph  in  the  eighth  item,  which  reads  as  follows: 

"Said  board  shall  administer  the  affairs  of  said  bank  fairly  and 
impartially,  and  without  discrimination  in  favor  of  or  against  any 
member  bank  or  banks,  and  shall,  subject  to  the  provision  of  law 
and  the  orders  of  the  Federal  Keserve  Board,  extend  to  each  member 
bank  such  discounts,  advancements  and  accommodations  as  may  be 
safely  and  reasonably  made  with  due  regard  for  the  claims  and 
demands  of  other  member  banks." 

A  very  high  authority  has  asked  me  to  express  an  opinion  oa 
the  above  and  puts  the  question  in  this  way:  "Do  you  feel  that  as  a 
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matter  of  conservatiam  on  the  part  of  a  Federal  reeenre  bank,  and 
with  the  further  idea  of  allowing  the  larger  banks  to  continue  their 
relations  with  the  country  banks,  normal  lines  of  credit,  based  either 
on  capital  and  surplus  or  aggregate  resources,  should  be  allotted  by 
the  Federal  reserve  bank  to  the  member  banks,  or  should  the  entire 
question  be  left  open  to  be  determined  as  the  needs  of  each  particular 
occasion  may  arise?"  My  answer  to  the  above  question  is  of  course 
nothing  more  than  a  personal  opinion  submitted  respectfully,  and  with 
some  diffidence.  As  for  assisting  the  larger  banks  to  retain  their 
business  with  country  banks,  I  do  not  think  there  is  any  obligation 
of  this  nature.  Existing  business  arrangements  should  never  be 
summarily  swept  away  by  law,  but  if  a  thing  is  for  the  general  good^ 
and  its  adoption  is  not  going  to  seriously  cripple  the  one  affected, 
I  do  not  think  his  more  or  less  selfish  interests  should  be  allowed  to 
interfere.  Moreover,  in  this  case  I  do  not  believe  any  large  bank 
cares  materially  whether  his  country  correspondent,  who  already  has 
a  right  to  borrow  from  the  Federal  reserve  bank,  is  permitted  to 
exercise  that  right  to  the  extent  of  a  considerable  proportion  of  his 
resources  or  to  a  limit  granted  arbitrarily  by  the  Reserve  Board. 
If  I  am  correct  in  the  above,  there  remain  only  two  oonsideratioiia 
that  would  suggest  the  limitation  to  a  percentage  of  capital  and  surplus 
or  of  resources.  One  is  the  limit  of  credit  which  can  safely  be  extended 
to  a  given  bank  and  the  other  is  the  limit  of  available  resooroes  of 
the  lender  and  the  desire  for  a  fair  distribution  of  these  among  the 
would-be  borrowers.  Neither  of  these  considerations,  to  my  mind, 
necessitates  the  fixing  of  such  a  limit.  As  for  the  first,  some  banks 
are  absolutely  safe  for  such  advances  to  a  limit  of  double  their 
capital  and  surplus,  and  others  question  at  fifty  per  cent,  thereof, 
depending  upon  their  management,  the  amount  of  their  borrowingB 
elsewhere,  and  the  purposes  for  which  they  desire  the  proposed  ad- 
vance. I  think  the  Federal  reserve  bank  and  the  Federal  Reeerve 
Board  can  safely  be  granted  wide  powers  of  discretion  on  this  point. 
As  for  the  second  consideration,  whilst  the  loanable  funds  are  not 
absolutely  without  limit,  yet  a  legitimate  demand  can  scareely  come 
heavily  from  all  parts  of  the  country  at  the  saem  time,  while 
under  the  present  re-discounting  arrangements  among  the  Federal  re- 
serve banks  the  loanable  funds  can,  and  in  the  light  of  the  experience 
of  the  past  two  years,  I  do  not  fear  the  exhaustion  of  the  lending 
power  of  the  Federal  reserve  banks  through  any  legitimate  demands. 

There  are  two  additional  powers  or  duties  which  I  think  might 
with  propriety  and  advantage  be  transferred  to  the  Federal  Reserve 
Board.  One  of  these  is  the  power  to  grant  or  refuse  charters  to 
national  banks,  now  vested  in  the  Comptroller  of  the  Currency.  The 
Federal  Reserve  Board  is  supposed  to  have  power  to  grant  or  refuse, 
to  state  chartered  institutions  the  right  to  join  the  Federal  Rescifo 
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System,  yet  I  am  advised  that  seyeral  cases  have  arisen  where  they 
refused  admittance  to  a  bank  on  account  of  the  personnel  or  character 
of  its  management,  whereupon  the  same  individuals  secured  permission 
from  the  Comptroller  to  nationalize,  thus  automatically  becoming 
members,  against  the  judgment  of  those  presumed  to  be  authorized  to 
pass  upon  the  matter.  The  other  duty  to  which  I  refer  is  that  of 
examination  of  nati<Hial  banks.  There  are  now  three  examining  powers 
in  the  country,  the  state  banking  departments  for  all  state  chartered 
institutions,  the  Comptroller  of  the  Currency  for  all  national  banks, 
while  the  Federal  Reserve  Board  has  a  right  of  examination  of  all 
member  banks.  The  first  of  these  has  inalienable  rights  so  far  as 
the  govemment  is  concerned,  and  in  general,  their  reports  are  accepted 
by  the  Beserve  Board,  without  waiving  its  rights;  it  also  accepts  the 
Comptroller's  reports  as  to  national  banks;  at  the  same  time,  I  think 
it  would  be  advantageous  to  cut  the  number  of  examining  authorities 
from  three  to  two  and  that  the  files  of  the  reports  of  these  examinations 
should  be  where  they  belong,  in  the  custody  of  the  Reserve  Board, 
which  deals  directly  and  constantly  with  the  credit  and  management 
of  these  banks. 

I  recognize  the  fact  that  a  self-evident  corollary  to  the  above  sug- 
gestions would  be  a  recommendation  that  the  office  of  the  Comptroller 
of  the  Currency  be  abolished.  This  has  been  recommended  before  and, 
so  far  as  I  am  aware,  the  chief  opposition  to  it  has  oome  from  the 
incumbent  of  that  office  who  regarded  the  movement  as  an  attack 
npon  him  and  his  administration,  and  perhaps  Justly  so.  My  thought, 
however,  is  entirely  impersonal  and  I  would  be  glad  to  see  the 
plan  adopted,  effective  upon  the  retirement  of  the  present  incumbent 
from  office.  The  ease  is  analogous  to  that  of  the  sub-treasuries.  The 
movement  to  abolish  these,  (which  will  probably  succeed  in  the  near 
future,  as  practically  all  the  valid  objections  were  based  upon  the 
conditions  at  the  time  it  was  attempted  in  the  past)  is  being  pressed 
on  the  grmmd  that  the  Federal  reserve  banks  can  take  over  and  per- 
form the  duties  of  the  sab-treasuries.  Similarly  the  Reserve  Board 
can  readily  take  over  tiie  duties  ol  the  Comptroller's  ofllce  and,  in 
view  of  the  complete  identification  of  the  national  banks  with  the 
Federal  Reserve  System,  it  is  a  natural  move  in  the  right  direction. 

We  now  come  to  the  question  of  the  possible  extension  of  the  ser- 
vices of  the  Federal  reserve  banks  for  the  benefit  of  members.  If  we 
are  perfectly  frank  with  ourselves  we  will  admit  that  many  of  the 
thoughts  which  oociur  to  us  and  many  of  the  suggestions  of  our 
friends  are  not  based  entirely  upon  an  unselfish  desire  to  improve  the 
system,  but  grow  out  of  a  feeling  that  the  reserve  banks  are  making 
large  profits  and  that  we  should  have  some  of  them.  I  have  tried  to 
free  myself  from  this  obsession  and  also  to  bear  in  mind  that  the 
profits  of  the  past  years  were  abnormal  and  we  must  not  ask  them 
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to  go  on  a  basis  which  will  inTohre  an  ezpenae  not  bearable  in  normal 
times,  but  a  fair  discussion  of  an  equitaMe  disposition  of  profits, 
if  earned,  is  admissable. 

Remembering  that  member  banks  furnish  the  entire  capital  and  the 
greater  part  of  the  deposits  of  the  Federal  resenre  banks,  are  they 
not  entitled  to  share  on  some  reasonable  basis  in  the  profits,  whether 
abnormal  and  temporary,  or  normal  and  permanent?  The  goremment 
is  entitled  to  an  eventual  profit  in  return  for  the  rery  liberal  charter 
and  franchise  rights  granted,  but  is  it  entitled  to  the  entire  accumu- 
lation of  surplus,  no  part  of  which  can  ever  go  to  stockholders  under 
present  regulations?  The  present  cumulative  dividend  ot  6  per  cent 
is  a  fair  return  for  the  money  actually  invested  in  stock  and  should 
be  continued,  but  when  earnings  are  large  they  should  be  on  some 
reasonable  basis.  X  would  like  to  see  the  member  banks  granted  the 
right  to  carry  Federal  reserve  bank  stock  on  their  books  at  amount 
paid  in  plus  a  certain  percentage  of  its  surplus.  Such  a  price  should 
then  be  paid  for  it  by  new  members  and  at  this  price  it  should  be 
taken  back  from  members  liquidating  or  otherwise  leaving  the  syrtem. 
In  the  matter  of  dividends,  why  not  give  them  a  6  per  cent,  eunmlative 
dividend  on  amount  paid  in  and  a  lower  rate,  if  earned,  oa  fht 
excess?  Suppose,  for  example,  we  were  allowed  to  capitalise  25  per 
cent,  of  the  surplus  and  to  receive  4  per  cent,  d  this,  and  suppose  the 
whole  surplus  of  100  per  cent,  of  subscribed  capitaUzation,  whidi 
is  200  per  cent,  of  amount  paid  in  to  have  beat  earned  and  set  aside. 
Even  under  these  exeeptional  and  ultimate  figures  our  book  value  would 
be  150  and  our  highest  possible  dividend  8  per  oent  on  eost  to  original 
members.  Perhaps  it  would  be  less  complieated  to  provide  lor  a  6  per 
cent,  cumulative  dividend  payable  plus  a  small  additional  nott-comu- 
lative  dividend  payable  only  if  earned  and  not  to  exceed  two  or  three 
per  cent.  Is  this  exieessive?  If  it  is^  then  revise  the  basis,  but  adopt 
the  prineii^ 

For  a  long  time  I  have  advocated  the  payment  of  a  moderate  rate 
of  interest  on  balances  in  excess  of  required  reserve^  bdieving  that 
this  was  fair  and  would  encourage  many  banks  to  be  more  liberal 
and  not  cut  snoh  close  coniera. 

Abuse  of  the  privilege  could  be  prevented  by  limiting  the  ankOfont 
ott  Yi^dch  interest  would  be  paid  to  a  certain  percentage  of  eoeeeas 
over  required  reserve.  Suggestions  on  similar  lines  have  come  from 
several  of  my  friends  also.  I  am  not  fully  convinced  that  this  woold 
be  bad  banking  but  will  frankly  say  thai  it  has  been  opposed  bgr  tlw 
Federal  Reserve  Board,  officers  of  reserve  banks,  and  by  national 
bankers  of  the  highest  standing  in  whose  judgment  I  have  the  utmost 
confidence.  Among  other  reasons  they  say  tiiat  if  interest  ia  paid 
on  deposits  the  reserve  banks  might  in  self-defense,  in  ordmr  to  make 
their  dividends,  enter  into  competition  with  member  banks.    I  admit 
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mjaelf  out-voted  and  partially  oonvinoed  and  will  press  the  tnggeation 
no  further,  being  quite  willing  to  eompromise  on  the  adoption  of  the 
above  auggestion  as  to  book  value  and  dividends. 

Now,  without  any  further  attempt  to  loot  the  treasury,  permit 
me  to  suggest  a  few  ways  in  which  the  reserve  banks  may  increase 
their  service  to  members.  We  must  remember  that  during  the  abnormal 
times  through  whidi  we  have  been  passing  they  have  been  deeply 
absorbed  in  war  woric  and  I  feel  sure  that  they  are  already  working 
toward  the  aooomplishment  of  much  that  I  shall  suggest.  For  in- 
stance, the  broadening  of  the  collection  system  is  known  to  be  receiving 
their  very  active  interest.  Probably  no  department  of  their  work 
is  of  as  much  generally  recognized  interest  to  members  as  this.  Those 
of  us  who  represent  city  banks  with  numerous  collectable  items  are 
keenly  interested  in  seeing  all  checks  on  the  par  list.  Those  country 
banks  which  make  money  on  exchange  feel  aggrieved  ti&at  tiiey  should 
be  asked  to  give  this  up.  Some  of  their  arguments  are  very  plausible 
but  they  usually  show  a  lack  of,  shall  I  say  sincerity,  or  consistency? 
A  favorite  argument  is  this:  ''Checks  on  this  bank  are  payable  at  its 
counter  and  if  you  ask  roe  to  remit  to  another  point  for  your  con- 
venience, I  am  entitled  to  be  paid  for  the  service.  The  fact  that  I 
lose  nothing,  and  really  gain  by  the  deferred  charge  of  my  check  sent 
in  payment,  has  no  bearing.  You  are  asking  me  to  render  a  special 
service.  For  this  I  charge  so  much  and  you  can  pay  it  or  I  stand 
by  the  letter  of  my  obUgation."  Now,  take  the  gentleman  at  his  word 
and  say:  "Very  wen,  we  do  not  wish  to  pay  for  any  extraordinary 
service  or  ask  anything  unreasonable,  and  since  you  prefer  it,  we  will 
have  all  chedcs  on  you  presented  at  your  counter  and  take  the  cash 
to  which  we  are  en^tled."  He  then  cries  out  for  mercy  and  says 
you  are  trying  to  coerce  him.  Not  at  all.  If  your  grocer  charges 
for  each  parcel  delivered  and  you  consolidate  your  orders  and  carry 
home  your  purchases  in  a  basket,  are  you  coercing  him?  Passing 
over  the  flagrant  abuses  such  as  excessive  charges  and  remittances 
made  by  checks  requiring  additional  time  and  expense  to  collect,  is 
there  any  valid  reason  why  checks  on  Vermont  or  New  Hampshire 
should  be  collected  free  and  those  on  South  Carolina  be  subject  to 
an  exchange  charge?  A  broader  collection  system  must  come.  Some 
of  the  reserve  banks  have  already  succeeded  in  parring  checks  on 
every  bank  in  their  district.  Let  the  others  endeavor  to  do  the  same 
and  let  us  do  aU  in  our  power  to  help  them.  It  may  be  necessary  to 
continue,  at  least  for  the  present,  the  practice  of  a  deferred  credit. 
There  is  no  reason  in  equity  for  the  entire  absorption  of  the  float 
by  the  reserve  banks,  but  it  will  be  a  splendid  service  if  they  can 
shorten  this  deferred  period,  and,  when  they  have  learned  what 
their  earnings  are  in  normal  times,  they  may  be  able  perhaps  to  carry 
the  float  on  all  items  requiring  not  more  than  one  day  to  reach  their 
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destin&tioii.  A  moderate  lervice  charge  is  defensible,  ooyering  eoit 
of  service,  and  might  properly  be  allowed  to  member  banks,  partieoiarty 
for  items  not  drawn  on  themselyee,  this  being  a  Tery  different  thing 
from  the  so-^called  exchange  charge  referred  to  above.  My  own  hope 
is  that  upon  investigation  such  defensible  charges  will  be  found  to 
be  so  small  that  they  will  be  voluntarily  waived.  Notes,  time  drafts, 
and  messenger  items  are  being  handled  to  some  extent  and  we  believe 
this  service  can  and  will  be  broadened  as  time  goes  on. 

In  this  connection  I  quote  two  paragraphs  from  an  interesting 
memorandum  prepared  by  Mr.  J.  H.  Ardrey,  Vice-President  of  the 
National  Bank  of  Commerce,  New  York:  "The  propriety  of  the  Federal 
reserve  banlcs  absorbing  the  exchange  charge  on  cost  items  has  been 
questioned.  Undoubtedly,  however,  the  present  as  well  as  the  pro- 
spective earnings  of  the  Federal  reserve  banks  permit  them  to  easily 
absorb  those  charges  without  interference  with  their  dividends.  Fur- 
thermore, many  member  banks  feel  that  they  should  receive  a  moderate 
rate  of  interest  on  their  reserves  held  by  the  reserve  banks,  and  still 
others  suggest  the  payment  of  interest  at  even  a  higher  rate,  oa 
balances  in  excess  of  required  reserves  maintained  with  the  reserve 
banks.  These  proposals  come  chiefly  from  the  smaller  member  banks, 
and  from  non-member  banks  as  reasons  for  their  not  joining  the 
system.  Universal  par  facilities  through  the  reserve  banks  would 
unquestionably  be  regarded  by  these  institutions  as  fair  compensa- 
tion, in  part  at  least,  for  their  loss  of  interest  on  reserves  and  for 
their  loss  of  exchange  in  remitting  for  collections  sent  them  under 
the  old  order  of  things.  The  objection  that  it  is  unfair  for  the 
reserve  bank  to  pay  exchange  for  the  collection  of  checks  on  non- 
members  banks  and  not  pay  exchange  to  member  banks  is  not  sound, 
because  with  universal  par  facilities  the  member  banks  thereby  save 
the  cost  in  the  collection  of  its  non-member  items,  paid  either  in  direct 
exchange  or  in  reduced  earnings,  by  maintaining  balances  for  the 
service  with  city  correspondents;  whereas  the  non-member  bank  must 
still  pay  in  these  ways  the  collection  of  its  own  cost  items  on  non- 
member  banks  and  is  deprived  of  the  other  benefits  of  membership 
in  the  reserve  system* 

"Along  with  the  broadening  of  the  facilities  for  the  ooUeotSon  of 
cash  items  should  come  mqre  liberal  regulations  for  the  collection  of 
time  and  messenger  items.  Naturally,  faster  progress  can  be  made 
with  respect  to  the  collection  of  such  items  payable  in  cities  having 
reserve  banks  or  their  branches  because  of  better  facilities  for  their 
presentation,  as  well  as  the  facility  of  inunediate  settlements  through 
the  gold  settlement  fund.  The  Federal  reserve  banks  are  now  receiving 
for  immediate  availability  on  the  day  of  maturity,  subject  of  course 
to  final  payment,  bankers'  acceptances  payable  in  cities  having  reserve 
banks  or  their  branches,  when  deposited  with  the  Federal  reserve  banlra 
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sufficiently  in  advance  to  reach  place  of  payment  in  time  to  be  cleared 
against  the  paying  bank  of  maturity;  and  there  does  not  appear  to 
be  any  good  reason  why  the  same  privilege  should  not  be  extended 
to  strictly  commercial  paper,  payable  at  banks  in  cities  having  reserve 
banks  or  their  branches.  Likewise,  there  does  not  appear  to  be  any 
good  reason  why  the  reserve  bank  should  not  immediately  begin 
handling  as  cash,  with  appropriate  additional  time  allowance  if  neces- 
sary, demand  drafts,  with  or  without  documents  attached,  drawn 
on  individuals,  firms  and  corporations  in  cities  having  Federal  reserve 
banks,  or  their  branches,  and  in  time  further  extending  this  service 
as  the  facilities  are  developed,  to  similar  items  payable  at  any  point.** 

I  have  quoted  the  above  because  I  believe  that  its  suggestions  are 
worthy  of  very  careful  consideration,  but  the  latter  part  opens  up  a 
possibility  of  embarking  the  Federal  reserve  banks  on  lines  which 
might  be  objectionably  competitive  with  members,  and  I  am  not 
recommending  it  for  adoption  as  a  whole. 

In  conclusion,  may  I  suggest  a  very  interesting  possible  development 
of  the  activities  of  the  Federal  reserve  banks  through  the  building  up 
of  a  regular  market  for  acceptances,  purchasing  from  those  banks 
which  wish  to  sell,  and  selling  to  those  which  wish  to  buy.  This  subject 
is  too  important  and  too  technical  to  be  adequately  dealt  with  in  this 
paper  (already  rather  long),  and  I  shall  content  myself  with  a  brief 
comment  on  the  subject,  expressing  at  once  my  indebtedness  to  Mr. 
John  E.  Rovensky,  Vice-President  of  the  National  Bank  of  Commerce, 
New  York,  for  a  very  valuable  disooasioB  on  the  subject,  his  paper 
being  unfortunately  too  long  to  be  quoted  in  full,  and  yet  so  concise 
as  to  defy  abbreviation.  The  Federal  Reserve  Act  has  introduced  the 
bank  acceptance  and  made  it  available  as  a  standard  instrument  of 
credit  which  will  bear  the  rate  of  interest  which  money  will  command, 
with  no  addition  to  cover  credit  risk.  Our  banks  of  deposit  naturally 
take  the  place  of  the  Acceptance  House  of  Great  Britain,  and  with 
the  establishment  of  a  broad  discount  market  where  banks  could  buy 
acceptances  when  they  had  surplus  funds,  with  the  full  assurance  that 
they  could  resell  without  disturbing  interest  rates,  when  their  condi- 
tion changes,  we  would  soon  have  a  national  discount  market  and  its 
operations  could  soon  be  extended  to  an  international  basis.  The  ad- 
vantages claimed  for  such  a  market  are: 

1.  To  regulate  the  cash  and  investment  situation  of  the  banks. 

2.  To  equalize  interest  rates  between  different  sections  of  the  country. 

3.  To  equalize  interest  rates  between  the  United  States  and  foreign 
countries. 

4.  To  minimize  the  necessary  gold  movement  between  countries. 

5.  To  stabilize  interest  rates  within  the  country  and  so  prevent 
some  of  the  present  wide  fluctuations. 

I  thank  you,  gentlemen,  for  your  very  kind  and  patient  attention 
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and,  whether  the  partieular  suggeetions  in  thii  pi^er  meet  with  year 
faTor  or  not,  may  I  plead  for  hearty,  sympathetio,  nimelftah  coopera- 
tion ia  working  out  the  great  poeeibilitiee  of  the  system  and  building  up 
in  this  country  the  greatest  and  soundest  flntneial  system  poasiUe  in 
this  world.  The  foundations  are  laid  on  hroad  and  coaprehensiTe  liaei 
and  there  are  vast  possiMliites  for  a  magnlflrent  structure  if  our 
actiyities  are  unselfish  and  oonstructiTe  rather  tiian  selfish  and  de- 
struotive.     (Applause.) 

PRBSIDSNT  Sands  :  I  feel  that  we  ought  to  give  4  few  min- 
utee  now  to  the  discufleioii  of  this  addreK,  or  any  suggeatioiii 
yoa  may  haye.  We  will  be  very  glad  to  give  opportunity  for 
discuBdon  if  any  member  desires  to  have  anything  explained. 

Mr.  Wilbur  F.  Beale:  Mr.  President,  no  thinking  banking 
man  can  disagree  with  Mr.  Waldo  Newcomer's  paper.  On  tiie 
part  oi  the  national  banks  I  respectfully  reoommend  to  the 
Executiye  Committee  tiiai  a  Publicity  or  Educational  Dqiart- 
ment  be  attached  to  each  Federal  reserve  bank,  in  which  depart- 
ment there  shall  be  a  corps  of  qualified,  trained  and  equipped 
men.  It  shall  be  the  duty  of  these  men  to  call  upon  all  the 
banks  in  their  district  at  r^^ular  intervals,  or  when  sent  for, 
to  explain  to  member  banks  their  opportunities  and  advantages, 
many  of  which  are  now  neglected  or  misunderstood.  Thej 
could  at  the  same  time  prepare  the  way  for  the  examiners  in 
newly  opened  or  newly  admitted  banks,  and  in  numerous  casea^ 
by  personal  effort  and  contact,  would  convert  many  state  banks 
and  trust  companies  to  the  advantages  of  joining  the  sjrstem. 

Prbsident  Sands:  The  suggestion  is  that  the  Executive 
Committee  take  up  with  the  Federal  Beserve  Board  the  matter 
of  a  Publicity  Committee. 

Mr.  W.  B.  Habbisok:  Our  bank  is  in  the  Tenth  District, 
Wichita,  and  the  Federal  reserve  bank  in  our  district  has  made 
a  profit  this  year  which  will  show  100  per  cent,  net  on  its  cap- 
ital. Now  we  all  know  that  we  are  going  to  make  money,  but 
ihe  banking  business  is  one  of  the  few  businesses  in  which  the 
profit  has  not  increased  especially  with  the  smaller  banks.  The 
prices  in  all  other  lines  have  been  going  up,  but  the  interest 
rate  has  remained  practically  the  same,  and  it  does  seem  to 
me  that  a  profit  of  100  per  cent,  is  too  large  a  profit,  especially 
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at  the  expense  of  the  smaller  banks.  I  think  we  shotdd  express 
our  opinions  here  and  I  think  that  part  of  this  profit  should 
be  giyen  to  the  individual  small  bank.  It  seems  to  me  that  part 
of  it,  if  possible,  should  be  used  for  the  benefit  of  such  bank, 
and  personally  I  believe  it  could  be  done. 

Mr.  T.  J.  Davis  :  There  was  one  item  in  the  Federal  Beserve 
Act  regarding  the  banks  carrying  the  float,  and  the  matter  was 
not  touched  upon  by  Mr.  Newcomer,  and  I  would  like  to  ask  if 
he  had  in  mind  the  obligation  of  immediate  clearing  by  Fed- 
eral reserve  banks  instead  of  giving  deferred  credit,  which 
requires  a  good  deal  of  tedious  care  and  thrcfws  the  burden  of 
the  float  back  on  the  bank  sending  the  item.  The  question  came 
in  the  Cleveland  district,  to  which  we  belong,  and  two  of  us,  a 
gentleman  who  is  with  me  from  Cincinnati,  Mr.  Bowe,  and 
myself  went  about  through  the  west  a  little  bit  to  see  if  it 
would  be  possible  to  recommend  to  the  Federal  reserve  bank 
in  Cleveland  the  installation  of  an  immediate  clearing,  and  we 
have  never  given  up  the  hope  that  the  Federal  reserve  bank 
may  adopt  that  system,  so  that  instead  of  deferring  items  that 
may  be  sent  to  them,  they  may  be  sent  as  has  been  the  custom 
and  receive  a  credit  immediately  for  that  item,  and  the  Federal 
reserve  bank  may  in  turn  make  immediate  debit.  I  would 
like  to  ask  Mr.  Newcomer  if  tiiat  has  ever  come  up  in  his  mind, 
or  not? 

Mb.  Nxwooheb  :  It  was  not  my  purpose  in  this  talk  to  attempt 
to  settle  any  of  the  technical  questions  of  the  banking  system. 
I  attempted  to  show  how  the  Federal  reserve  banks  and  the 
member  banks  could  come  more  closely  together.  I  do  not 
think  that  is  a  matter  that  should  be  settled  on  this  floor,  but 
I  think  it  should  be  taken  up  and  both  sides  given  an  oppor- 
tunity to  be  heard.  This  question  of  float  involves  two  big 
problems,  an  enormous  loss  to  somebody,  which  must  be  absorbed 
some  place,  and  if  in  addition  you  attempt  to  take  all  items 
for  immediate  credit  you  would  swamp  your  men;  they  could 
not  handle  it.  These  things  must  come  up  gradually,  and  they 
must  be  handled  gradually. 

It  may  be  a  simple  matter  in  the  New  York  district,  more 
simple  than  it  would  be  in  the  Dallas  district  with  its  enormous 
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territory  where  it  takes  a  week  to  get  returns.  I  think  this  is 
just  the  kind  of  thing  that  the  banks  may  well  take  up  with 
their  Federal  banks  and  dig  it  out 

President  Sands:  Any  further  discussion  on  the  subject? 
We  are  now  very  much  honored  by  having  with  us  the  Vice- 
President  of  the  American  Bankers  Association,  whom  we  all 
love  and  respect,  and  I  have  asked  him  to  say  a  word  to  us  at 
this  time  because  he  has  to  attend  another  Section  meeting. 
But  before  he  does,  however,  I  want  to  acknowledge  before  this 
Section  the  very  many  courtesies  we  have  received  from  the 
Executive  Council  of  the  American  Bankers  Association,  and 
also  through  the  friendship  and  cooperation  of  our  very  good 
friend  Mr.  Hawes,  of  St.  Louis.  We  will  now  hear  from  Mr. 
Hawes.    ( Applause. ) 

Mr.  Hawes  spoke  briefly. 

President  Sands  :  If  you  were  all  not  intensely  interested  in 
the  subjects,  I  know  you  would  not  have  been  here  this  hot 
afternoon.  We  now  have  a  very  interesting  subject  to  present 
to  you  national  bankers,  and  we  are  very  fortunate  in  being 
able  to  have  this  subject  discussed  by  Dr.  Harris,  who  was 
educated  in  Missouri,  took  a  course  in  the  University  of  Vir- 
ginia, came  to  St.  Louis  in  1881  and  practices  law  and  has  been 
trust  officer  since  Jime,  1908,  of  the  National  Bank  of  Com- 
merce; has  been  a  frequent  contributor  to  the  daily  and  period- 
ical press ;  is  the  author  of  a  book  well  known,  not  only  in  the 
United  States  but  Europe,  and  received  the  degree  of  LL.D.  in 
1912.  We  are  certainly  fortunate  to  have  him  discuss  the  subject 
of  "The  Trust  Department  of  the  National  Bank."  Dr.  ViigQ 
M.  Harris.    (Applause.) 


THE  TRUST  DEPARTMENT  OF  A  NATIONAL  BANK 
Virgil  M.  Harris 

My  purpose  today  is  to  take  up  with  you  the  practical  side  of  the 
matter  of  the  trust  department  of  a  national  bank,  and  from  inquiriet 
reoeived  from  all  parts  of  the  United  States,  and  from  gentlemen  who 
have  called  on  me  in  the  last  day  or  two,  it  is  perfectly  apparent  that 
this  subject  is  giving  deep  ooncern  to  bankers. 


Digiti 


zed  by  Google 


NATIONAL  BANK   SECTION  628 

The  strong  arm  of  the  United  States  Gk>Temment  has  now  been 
extended  to  national  banks  to  enable  them  to  act  in  fiduciary  capacities, 
and  now  that  this  right  has  been  granted,  we  wonder  that  it  was  not 
done  before.  It  marks  an  important  epoch  in  the  financial  history  of 
this  country.  The  eight  thousand  national  banks  of  the  United  States 
are  structures  based  on  solid  foundations  and  have,  since  their  creation, 
been  the  chief  bulwarks  of  financial  strength  and  stability. 

The  Federal  law,  as  originally  passed,  and  the  enactments  of  Congress 
of  September  26,  1918,  have  been  given  so  much  publicity  that  I  do 
not  feel  that  any  good  purpose  can  be  subserved  by  going  into  the 
validity  of  these  enactments;  but  proper  tests  have  been  made  in  the 
highest  courts  of  the  land,  and  the  way  is  now  open  for  the  enjoyment 
of  the  advantages  afforded.  The  Federal  Reserve  Board  has  shown  a 
keen  interest  in  the  promulgation  of  the  law  and  in  the  regulations 
prescribed  for  the  conduct  of  trust  departments. 

The  entry  of  national  banks  into  this  new  field  of  service  is  one 
which  should  receive  serious  consideration,  and  it  is  well  at  this 
date  for  bank  officials  to  realize  the  marked  difference  between  the 
time-honored  usages  of  commercial  banking  and  the  principles  which 
obtain  in  the  operation  of  a  trust  department.  Commercial  banking, 
in  an  abstract  sense,  is  largely  a  question  of  arithmetic.  Safe  banking 
depends  upon  loans  amply  secured;  the  interest  takes  care  of  itself; 
on  the  other  hand,  the  assumption  of  fiduciary  relations  means  the 
undertaking  of  grave  responsibilities  which  are  entirely  new  to  national 
banks,  and  which  can  be  successfully  discharged  only  by  experts  and 
trained  officials  who  have  a  thorough  knowledge  of  the  intricacies 
incident  to  all  fiduciary  matters.  Nothing  short  of  technical  knowledge, 
coupled  with  years  of  training,  will  serve  to  avoid  the  pitfalls  which 
beset  those  who  undertake  the  administration  of  trusts  and  kindred 
matters.  At  a  recent  meeting  of  trust  officers,  the  president  of  one 
of  the  leading  trust  companies  of  the  United  States  said  that  not 
more  than  .2  per  cent,  of  commercial  banking  gave  cause  for  solicitude, 
but  that  he  had  found  that  75  per  cent,  of  the  business  which  naturally 
falls  into  a  trust  department  is  fraught  with  complications  and  per- 
plexities, and  subject  at  all  times  to  litigation;  and  I  am  free  to  say 
that  after  twenty  years  of  experience,  I  heartily  concur  in  his  state- 
ment. 

Let  no  national  bank  assume  that  the  addition  of  the  new  line  of 
work  is  a  sinecure,  for  it  requires  more  than  a  permit  from  the  Federal 
Reserve  Board  to  accomplish  the  desired  results.  It  will  be  found 
that  competition  is  keen,  and  rivalry  will  be  encountered. 

With  those  general  suggestions,  I  shall  pass  to  those  features  whioh, 
in  my  judgment,  are  the  basic  principles  for  suooess  in  the  operation 
of  a  trust  department. 

I.    Considerable  misapprehension  has  arisen  as  to  the  exact  nature 
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of  a  trust  department  of  a  national  bank.  Many  welMnformed  people, 
including  lawyers,  believe  it  to  be  a  trust  company  within  a  bank. 
Such  is  not  the  case.  It  is  not  a  separate  entity;  it  is  a  part  of  the 
bank  itself,  and  as  much  so  as  the  sarings  department  or  commercial 
department,  and  while  this  is  true,  yet  the  Federal  law  requires 
that  the  books  and  assets  of  the  trust  department  shall  be  kept  separate 
and  apart  from  those  of  the  bank  itself. 

2.  I  do  not  think  that  I  am  unduly  praising  my  brother  trust 
officers  throughout  the  United  States  when  I  say,  in  all  seriousness, 
that  the  selection  of  such  an  official  is  a  matter  of  prime  importance, 
and  that  in  the  history  of  trust  companies  I  do  not  recall  an  instance 
of  defalcation  or  betrayal  of  trust  on  the  part  of  a  trust  officer.  The 
duties  of  the  trust  officer  are  multifarious.  He  should  be  a  lawyer, 
aad  a  rersatile  one,  for  there  come  before  him  every  form  of  business 
complication,  and  every  phase  of  human  character,  good  and  bad.  There 
is  no  problem,  legal  or  otherwise,  which  our  complex  civilization  brings 
forth,  which  he  may  not  be  called  upon  to  solve.  The  orphan's  cry, 
the  widow's  weeds  and  the  lamentations  and  denunciation  of  disap- 
pointed heirs  are  every-day  occurrences  to  him.  He  must  have  broad 
sympathies,  and  yet  be  firm  in  the  perfOTmance  of  his  duties.  The 
trust  officer  should  have  a  oapaUe  force  of  assistants  and  clerks  at 
his  command;  he  should  receive  from  the  executives  cordial  support 
and  encouragement.  The  trust  officer  who  possesses  the  neeesrary 
qualifications  for  his  office  is  not  easily  found.  One  of  the  largest 
banks  in  the  South,  desiring  to  open  a  trust  department,  applied  to 
me  some  time  ago  for  a  man  to  fill  the  position  of  trust  officer.  In 
spite  of  the  fact  that  the  salary  offered  was  a  large  one,  it  required 
more  than  six  months'  time  to  procure  a  suitable  man. 

3.  The  trust  department  should  be  separate  and  apart  from  the 
other  departments  of  the  bank;  the  members  of  the  official  and  clerical 
force  should  not  be  separated;  it  should  have  appropriate  signs  desig- 
nating its  location;  it  should  be  accessible,  and  its  equipment  first- 
olass.  No  assistant  or  clerk  should  be  taken  into  tiie  trust  department 
whose  aptitude  and  ability  have  not  been  investigated.  The  trust 
officer,  and  those  who  assist  him,  should  be  well  paid,  for  their  hours 
are  long  and  their  duties  exacting. 

4.  The  trust  department  should  not  be  a  "dumping  place**  for 
undesirable  transactions.  One  bad  lobster,  it  is  said,  will  spoil  a 
carload.  Where  it  is  clear  that  the  business  offered  is  undesirable,  it 
should  be  declined  with  that  alacrity  and  firmness  with  which  the  dis- 
count committee  of  the  bank  declines  a  loan  whidi  is  not  properly 
secured. 

5.  In  the  ordinary  course  of  affairs,  it  takes  about  five  years  to 
establish  a  trust  department;  that  is  to  say,  to  put  it  on  a  fixed 
and  paying  basis.    The  experience  may  be  likened  unto  that  of  a  doctor 
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or  lawyer  in  eitablishing  a  paying  practice;  succees  does  not  come 
oremight;  and  during  this  period  of  probation,  the  desire  to  secure 
basiness  should  not  outweigh  sound  judgment  and  discrimination  in 
the  nature  of  the  business  received. 

6.  Our  world  possessions  are  but  life  holdings,  and  the  grace  with 
which  we  part  with  them  at  the  end  of  life's  journey  shows  human 
character  in  its  least  disguised  form.  Wills  constitute  the  most  re- 
munerative business  which  can  come  into  a  trust  department.  All 
the  property  in  a  community  changes  ownership  once  in  about  twenty- 
five  years,  and  most  of  it  passes  by  will.  Much  of  the  other  work  of  a 
trust  department  is  of  routine  nature.  All  wills  are  not  desirable; 
some  may  be  helpful  and  others  may  be  harmful,  and  even  though 
the  bank  has  been  named  as  executor,  if  it  be  ascertained  that  the 
emoluments  are  inadequate  and  that  bitterness  and  family  enmities 
must  be  incurred,  the  wiser  plan  is  to  resign  and  let  some  ambitious 
administrator  take  charge.   . 

Many  frugal-minded  donors  and  testators  are  inclined  to  name  several 
executors  and  trustees  to  act  with  a  corporate  executor  or  trustee.  For 
all  practical  needs,  one  such  is  sufficient,  but,  in  no  event,  let  the  com- 
pensation of  the  corporate  executor  or  trustee  be  reduced  to  less  than 
oen-half  of  the  commissions  allowed,  for  the  responsibility  and  the 
laboring  oar  fall  to  the  corporate  executor. 

7.  A  national  bank  having  established  a  trust  department,  the  first 
duty  of  the  directors  and  officers  of  the  bank  should  be  to  lodge  their 
wills  with  the  department.  It  has  been  said  that  if  a  man  has  three 
true  friends,  he  is  rich,  and  this  applies  to  a  trust  department;  if  the 
directors  and  officers  will  favor  the  department  with  their  wills,  it 
is  well  on  the  road  to  success.  It  is  not  to  be  expected  that  the 
patrons  of  the  bank  and  the  public  at  large  will  patronize  an  institu- 
tion where  the  directors  and  officers  fail  to  do  so.  The  development 
of  a  trust  department  is  a  slow  process.  Fortunately,  our  friends  do 
not  die  simultaneously.  Dying  is  a  ridiculously  easy  thing,  and  it  does 
occur;  and  it  is  by  deaths  that  the  trust  department  is  enriched. 

8.  It  has  been  suggested  that  national  banks  are  not  qualified  to 
handle  trusts  of  long  duration,  by  reason  of  the  shortness  of  their 
corporate  lives.  This  theory  is  absolutely  without  merit  and  without 
foundation,  for  national  banks  can  and  do  automatically  renew  their 
charters,  and  usually  do  so  with  more  ease  and  less  friction  than  do 
trust  companies.  In  this  connection,  let  me  say  that  of  far  greater 
importance  than  the  longevity  of  national  banks  is  the  paramount 
protection  afforded  by  the  double  liability  of  their  stockholders.  In 
the  history  of  national  banks,  the  loss  to  depositors  has  been  practically 
nothing. 

9.  The  fiduciary  field  in  the  United  States  is  an  extensive  one  and 
has  scarcely  been  encroached  upon  by  those  acting  in  corporate  fiduciary 
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cafMteitieB.  The  opportunity  for  national  banks  is  boundless.  The 
reasons  for  giving  preference  to  corporate  fiduciaries  are  now  almost 
axiomatic  All  that  has  been  written  and  all  that  can  be  written 
on  the  subject,  upon  which  these  reasons  are  based,  come  from  financial 
responsibility,  continued  existence,  {financial  judgment,  accumulated 
existence,  and  impartiality.  All  of  the  thousands  of  circulars, 
pamphlets  and  general  literature  which  proceed  from  corporate  executors 
can  be  traced  back  to  the  fundamental  qualifications. 

If.  The  welfare  of  the  trust  department  and  its  growth,  in  its  last 
analysis,  rest  upon  the  stability  of  the  bank  and  the  personnel  of  its 
directors  and  officers.  The  strength  of  the  bank,  its  standing  and 
integrity,  are  the  chief  advantages,  and  no  amount  of  capital  and 
deposits  can  possibly  supply  the  prime  factor  of  character  and  confidence. 

11.  The  customers  of  a  bank,  including  its  depositors  and  its  bor- 
rowers, from  time  to  time,  seek  counsel  and  assistance  in  their  every- 
day business  affairs,  and  it  is  but  an  extension  of  this  relation  that 
they  should  place  their  estates  in  the  hands  of  the  bank  for  management 
after  death. 

12.  Whether  or  not  national  banks  in  towns  and  in  the  smaller 
cities  will  be  enabled  to  successfully  avail  themselves  of  the  benefits  of 
the  new  law  is  an  untried  problem,  and  one  which  only  experience  will 
solve.  Some  trust  companies  in  towns  and  smaller  cities  have  flourished, 
but  the  great  wealth  acquired  has  chiefly  come  to  those  institutions 
which  are  located  in  metropolitan  centers.  My  own  opinion  is  that 
a  national  bank  situated  in  a  county  seat  or  in  a  city  having  a  popu- 
lation of  ten  thousand  inhabitants  may  accept  the  certificate  from  the 
Federal  Reserve  Board. 

13.  Let  me  say,  with  emphasis,  that  those  who  contemplate  the 
establishment  of  a  trust  department  should  not  assume  the  new  relation 
unless  there  is  a  fixed  determination  to  give  it  a  fair  trial,  and 
to  finance  the  enterprise  for  a  considerable  length  of  time.  It  is 
practically  impossible  for  a  corporate  executor  to  discontinue  the 
trust  relation  after  it  has  been  assumed,  and  in  those  states  where  a 
deposit  is  required  to  be  made  with  the  State  Bank  Commissioner  to 
enable  corporate  executors  to  act  without  bond,  the  fund  so  deposited 
can  rarely  be  recovered.  The  ramifications  of  the  trust  business  are 
such  that  a  termination  of  all  of  it  is  impracticable.  So  long  as 
there  is  a  trust  of  any  kind  open  upon  the  books,  the  deposit  must 
be  held  and  cannot  be  lessened  or  withdrawn. 

14.  We  are  ushered  into  the  world  in  a  state  of  dumb  amaze- 
ment and  go  out  of  it  in  the  same  way,  and  most  of  our  fortunes 
mechanically  take  their  course.  Less  than  ten  per  cent,  of  people 
dying  leave  estates  of  over  five  thousand  in  value.  The  attempt  of  the 
dead  hand  to  guide  the  fortunes  and  destinies  of  those  who  follow 
is  frequently  attended  with  disaster,  bitter  hatred  and  lack  of  love 
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and  rererenoe  for  those  who  have  departed.  Trusts  of  long  duration 
rarely,  if  ever,  work  out  perfectly.  It  is  not  given  to  us  to  see  very 
far  into  the  future.  The  stability  of  securities  changes;  wars  come, 
and  a  thousand  and  one  things  may  occur  to  thwart  the  benevolent 
intentions  of  the  testator.  Perhaps  it  is  for  our  good  that  we  cannot 
read  the  future,  but  if  this  foresight  were  given  to  testators, 
it  is  certain  that  many  would  change  their  plans  and  that  many  of 
those  directions  which  we  frequently  find  in  wills  would  be  left  un- 
written. 

15.  The  advertising  necessary  and  incident  to  a  trust  department, 
in  my  judgment,  should  always  be  of  a  dignified  nature.  The  business 
of  the  trust  department  itself  is  of  a  serious  and  dignified  nature. 
Pamphlets  and  brochures,  if  well  conceived  and  if  penned  by  hands 
trained  in  the  work,  have  their  advantages,  when  properly  distributed. 
Newspaper  advertisements  which  puint  out  the  capital  and  surplus 
of  the  bank  and  pointedly  suggest  the  advantages  offered  by  it  serve 
to  keep  the  name  of  the  bank  before  the  world,  but  for  the  most 
part,  the  paying  business  of  a  trust  department,  the  part  of  it  which 
brings  the  best  returns,  comes  from  personal  touch,  by  reason  of  ac- 
quaintanceship and  of  family  connections.  A  man  puts  into  his  will 
his  well-reflected  intentions.  The  execution  of  the  will  is  probably 
the  most  serious  act  of  his  life,  and  he  no  more  selects  from  the 
pamphlet  or  the  newspaper  his  executor  than  he  does  therefrom  get 
his  religion.  It  is  said  that  91  per  cent,  of  all  American  business 
is  conducted  through  the  mails.  Letter  writing  is  useful  and  has  be- 
come a  finished  art.  Unusual  expressions  in  letters  or  in  advertising, 
so  far  as  the  trust  deparlanent  is  concerned,  should  be  avoided,  but 
appropriate  advertising  through  intelligent  channels  will  accomplish 
great  purposes  and  break  down  apparently  impassable  barriers. 

16.  Strictly  to  be  avoided  are  designing  persons  who  have  some 
worthless  scheme  to  exploit.  Acting  as  trustee  imder  a  worthless 
bond  issue  or  coal  project,  or  mine  or  oil  proposition,  may  bring  un- 
desirable results,  and  your  name  may  unwittingly  be  dragged  into 
advertising  schemes  which  you  did  not  contemplate.  The  closest 
scrutiny  should  be  employed  before  deciding  to  act  as  trustee  or  agent 
in  any  undertaking,  however  glowing  its  prospects,  or  whatever  the 
compensation  offered.  A  failure  to  detect  the  ulterior  design  may 
bring  irreparable  loss  and  sorrowful  reflection. 

17.  In  conclusion,  I  wish  to  say  that  whether  or  not  a  trust  de- 
partment is  a  paying  adjunct  of  a  bank  depends  largely  on  the  indi- 
vidual case.  It  is  possible  to  make  it  one  of  the  very  best  sources 
of  revenue  to  the  bank.  Speaking  personally  of  the  trust  department 
of  the  bank  with  which  I  have  the  honor  to  be  connected,  I  will  add 
that  in  its  flrst  year  of  existence  under  the  new  law  the  return  on  a 
very  liberal  investment  has  far  exceeded  its  most  hopeful  expectations. 
(Applause). 
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President  Sandb:  Mr.  Harris  has  given  ns  an  enlightening 
discussion  on  the  trust  department  of  a  national  bank.  If  there 
are  any  questions  that  you  desire  to  ask,  I  would  like  to  have 
you  do  so. 

Mr.  Foote  :  I  would  like  to  know  about  the  examination  of 
the  trust  departments.    How  they  are  controlled? 

Mr.  Harris:  They  are  examined  by  examiners  tiie  same  as 
the  banks  of  both  state  and  national  systems.  Now  if  any  of 
you  gentlemen  desire  to  go  through  our  institution,  we  have 
the  full  force  there  and  will  be  glad  to  receive  a  visit  from  you. 

President  Sands:  I  have  the  very  great  pleasure  of  intro- 
ducing the  next  speaker,  who  happens  to  be  a  fellow-townsman 
of  mine  and  an  old  friend  and  I  guess  I  can  take  some  liberties 
with  him.  During  our  recent  bond  campaign  in  Virginia  and 
throughout  the  South  he  gave  us  a  great  deal  of  trouble;  he 
caused  all  of  us  a  great  deal  of  annoyance  and  I  have  held  that 
against  him  and  decided  to  get  even  with  him  if  I  ever  got  a 
chance,  and  this  is  my  opportunity.  We  were  appealed  to  from 
all  over  the  coxmtry  to  send  speakers,  and  we  would  tel^raph 
them  the  names  of  the  speakers  we  proposed  to  send  and  they 
would  telegraph  us :  "Send  us  D.  S.  Freeman,'*  and  how  to  get 
Dr.  Freeman  to  four  different  places  in  a  single  night  is  what 
worried  the  chairman  almost  to  death.  I  asked  tiie  Doctor: 
''What  are  you  going  to  talk  about  this  afternoon?''  and  he 
said:  '^ou  heard  the  comparison  of  the  ancient  and  modem 
skirts;  the  hoop  skirt  flared  way  out,  it  covered  everything  but 
touched  nothing,  and  the  modem  skirt  is  almost  the  opposite, 
it  touches  almost  everything,  but  covers  nothing."  I  don't  know 
what  he  means  by  it.  I  know  he  has  the  qualification  to  address 
you.  He  is  editor  of  The  News  Leader  of  Bichmond,  Va.,  and 
has  done  unusual  work  during  the  war,  and  he  is  to  speak  to 
us  on  "Some  Unconsulted  Ledgers."     (Applause.) 

SOME  UNCONSULTED  LEDGERS 

DououLS  S.  Frbbican 

I  wish,  with  your  permission,  to  turn  to  some  of  those  unoonsultad 
ledgers  of  old  experience  and  to  see  if  we  may  not  find  writ  there 
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in  the  bold  black  ink  of  assurance  a  balance  of  duty  yet  to  be  done 
and  an  undistributed  surplus  of  good  hope  that  we  may  distribute 
among  ourselves. 

It  looks  to  me  and  to  you,  as  we  face  the  financial  problems  of 
today,  as  though  after  bearing  the  burdens  of  the  war  we  had  been 
singled  out  by  the  hands  of  Providence,  but  as  a  matter  of  fact  .each 
generation  has  had  its  problems.  I  wonder  if  there  were  ever  a  body 
of  bankers  that  didn't  feel  the  same  way.  Those  who  preceded  us 
had  to  meet  the  bogie  of  free  silver. 

So  it  seems  that  from  one  generation  to  another,  bankers  have  had 
their  problems,  and  I  dare  say  every  generation  of  times  past  has 
thought  its  problems  as  acute  as  those  we  face.  In  a  larger  sense  I 
find  that  a  peculiar  situation,  and  it  not  only  confirms  what  I  said 
about  the  tendencies  of  the  bankers  in  times  past,  but  it  heartens 
us  in  that  we  find  that  everything  we  are  attempting  to  do  today 
has  been  attempted  in  times  before,  and  further  in  that  it  shows 
that  all  these  industrial  problems  of  this  present  hour  have  come 
up  in  other  generations. 

Wlien  you  go  home  take,  if  you  please,  your  histories  and  turn  to 
England  in  the  period  after  the  Napoleonic  wars  and  you  will  find  that 
many  of  the  problems  that  England  now  has,  were  had  then;  you 
will  find  that  the  same  cry  was  raised  then  of  an  industrial  relation, 
in  fact,  that  it  had  been  accomplished  while  the  nation  was  in  struggle, 
yet  you  will  find  that  within  a  few  years  England  had  written  the 
Reform  Act  that  was  the  crown  of  great  achievements  of  the  Victorian 
Age. 

Read  what  happened  in  the  riots  of  England  and  read  of  the 
French  riots  in  1848  when  France  herself  tried  to  weather  a  doubtful 
experiment,  and  if  again  you  are  asked  by  a  customer  what  he  may 
anticipate  in  the  future  you  will  wisely  say  you  know  not. 

If  you  will  turn  to  Irving's  book  on  interest,  you  will  find  that 
after  the  war  between  the  states,  the  average  rate  of  interest  was 
higher  in  New  York  for  the  five-year  period  following  the  war  than 
it  was  for  the  five-year  period  of  the  war,  and  I  think  you  will  find 
while  history  is  not  repeating  itself,  history  is,  nevertheless,  giving 
us  rich  warnings  of  what  we  may  expect.  But,  gentlemen,  in  spite 
of  the  consolation  that  we  may  find  from  the  interpretation  of  history, 
who  can  deny  that  there  is  in  America  today  a  profound  industrial 
unrest  T  Problems  new  to  us  are  not  new  to  the  world,  hence  must 
accrue  our  dividends  for  prosperity,  and  here  I  beg  of  you  to  turn 
to  the  unconsulted  ledgers  and  see  in  what  manner  we  have  heretofore 
faced  most  of  the  difficulties  that  have  confronted  us. 

May  I  name  the  five  essentials  with  which  we  must  face  our  present 
industrial  problems?  The  first  of  these  is  the  spirit  of  determination. 
I  find  in  America  today  quite  a  peculiar  disposition  on  the  part  of 
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Bcnne  employers^  and  the  same  on  the  part  of  some  employees,  and  it 
reminds  me  of  nothing  so  mueh  as  of  that  famous  old  citizoi  of 
Richmond  who  in  the  antebellum  days  was  challenged  by  the  famoios 
duelist  of  the  south  to  meet  him  in  mortal  combat.  Never  in  hit 
life  had  this  man  been  known  to  use  a  weapon  in  combat,  yet  he 
readily,  on  the  day  before  the  combat  was  to  take  place,  bought  a 
saddle  that  would  normally  last  twenty  years  and  bought  a  bridle, 
and  had  the  stirrups  adjusted  to  his  own  length,  he  was  so  confident 
that  he  would  win.  Someone  asked  this  old  citizen  why  on  the  day 
before  the  duel  he  had  the  courage  to  go  down  and  buy  himself  such 
a  fine  saddle,  and  he  said  that  the  secret  of  it  was  confidence.  He 
said,  ''I  was  absolutely  confident  and  determined  that  before  the  duel 
took  place,  if  the  other  man  didn't  apologize,  I  would;  therefore/*  he 
said,  ''I  had  nothing  to  apprehend." 

I  find  in  a  great  many  of  the  controversies  now  disturbing  America 
a  disposition  on  the  part  of  employers,  and  also  on  the  part  of  em- 
ployees, that  if  the  one  side  doesn't  give  in,  the  other  will.  I  b^ 
you  do  not  let  this  spirit  of  compromise,  or  of  bluff,  shut  your  eyes 
to  your  duty  to  be  determined.  Every  strife  has  to  be  determined  for 
justice  and  I  do  not  believe  that  any  man  who  has  red  blood  in  his 
veins  ever  acts  unfair  in  any  controversy  if  he  knows  that  justice  is 
on  his  side.  The  determination  of  America  today  should  not  be  to 
fight,  but  to  be  just,  and  then  if  need  be  to  fight  in  the  full  knowledge 
that  victory  will  come.  That,  I  think,  is  the  first  lesson  to  be  drawn 
from  these  old  unconsulted  ledgers. 

And  the  second,  from  your  point  of  view,  is  that  you  must  recognize 
and  remember  that  you  bankers  are  the  conservators  of  capital  and 
the  promoters  of  thrift.  There  was  a  time  when  if  it  was  reported 
that  you  declared  a  15  per  cent,  dividend,  every  customer,  as  you 
know,  would  say  that  you  are  making  too  much  money.  Now  there 
are  men  who  pass  your  doors  who,  if  they  made  no  larger  dividends 
on  their  investment  than  you  make  on  your  capital  and  surplus, 
would  come   to  your  bank  tomorrow  and  confess  themselves   ruined. 

Thank  Crod  the  bankers  have  lost  the  stigma  of  being  America's  rich 
class,  that  you  represent  exclusively  the  so-called  capitalistic  class 
which  is  the  object  of  hatred  of  so  many.  I  plead  with  you,  if  you 
are  to  do  your  full  part,  be  the  arbitrators,  the  go-between;  as  you 
are  the  conservators  of  capital,  so  I  beg  of  you  to  be  the  promoters 
of  thrift,  and  you  are  not  less  worthy  of  speaking  for  labor  than 
you  are  to  be  speaking  for  capital. 

Incidentally  may  I  remind  you  that  I  have  found  that  the  difference 
between  the  banker  and  the  loan-shark  is  that  the  one's  first  dividends 
are  in  service  rendered,  and  other's  in  the  dollars  he  received.  I 
have  in  the  observations  of  my  travels  noticed  that  in  all  industrial 
knife-play   the   hand   that   shaves   paper   is  the   hand   that   gets   cut. 
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and  I  do  not  consider  that  a  peculiarly  startling  observation.  I  say 
to  you,  gentlemen,  that  we  can  no  longer  have  one-legged  bank  men 
driving  the  motive  power  of  this  nation's  industries.  It  is  no  place 
for  a  one-legged  man.  I  have  often  heard  it  said  that  in  the  churches 
it  was  found  wise  to  have  a  one-armed  man  to  take  up  the  collections. 
The  reason  I  oppose  the  one-legged  man  driving  the  motor  of  the 
nation's  industry  is  because  he  must  have  one  foot  ready  to  put  on 
the  accelerator  of  thrift;  sometimes  he  will  need  another  foot  if  he 
has  to  put  the  brake  on  extravagance.  And  so  I  say  to  you,  gentlemen, 
it  is  for  you  to  be  the  conservators  of  the  one  and  the  promoters  of 
the  other. 

The  third  lesson  that  I  read  from  these  old  unconsulted  ledgers  is 
that  we  should  not  emulate  nations  in  the  manner  in  which  Carlyle 
said  they  became  acquainted  one  with  another.  I  believe  there  should 
be  established  closer  contact  between  those  elements  of  our  industrial 
life.  I  believe  that  four-fifths  of  the  misunderstandings  of  life  are 
due  to  misconnections,  many  of  which  would  disappear  if  we  established 
a  full  circuit  of  contact;  if  that  were  done  I  believe  that  most  of 
the  class  hatred  and  most  of  the  misunderstandings  would  vanish. 
Mr.  Wilson  quite  aptly  used  the  quotation  of  Charles  Lamb,  "I  hate 
that  man."  "Why,"  said  one  of  his  friends,  "Charley,  do  you  hate 
that  manT  1  didn't  know  you  knew  him."  To  which  it  is  said  Charles 
Lamb  replied,  "I  dent  know  him;  I  couldn't  hate  him  if  I  knew  him." 
There  is  a  lesBon  in  that.  Class  hatred  in  America  has  its  origin 
in  the  fact  that  one  class  doesn't  know  the  other. 

The  fourth  lesson  that  I  read  from  these  old  unconsulted  ledgers 
has  to  do  with  what  is  very  often  neglected  in  America,  the  code  of 
conmion  sense.  I  believe  from  the  bottom  of  my  heart  that  one-half 
of  America  is  crazy  today,  and  thinks  the  other  half  crazy,  and  I'll 
be  doggoned  if  I  know  to  which  half  I  or  anybody  belongs.  Common 
vense  in  America  seems  to  have  taken  a  vacation  moratorium  on  com- 
mon sense.  You  pick  up  tlie  papers,  hear  the  speakers,  arguments 
on  the  comers,  or  the  leather  cushion  arguments  in  the  club  on  the 
economic  problems  of  the  country  and  you  will  think  as  I  do. 

After  all,  the  great  thing  for  America  to  do  is  to  go  back  to  the 
code  of  common  sense.  I  have  jotted  down  on  this  sheet  of  paper 
a  few  practical  maxims  as  they  need  be  applied.  Will  you  pardon 
if  I  read  them  to  you: 

Bolshevism,  a  nightmare  come  true,  that  which  the  envious  have 
always  thought  but  seldom  attempted,  is  the  rule  of  an  extreme.  It 
might  just  as  readily  be  of  the  rich  as  of  the  poor;  it  might  differ 
in  intelligence  but  not  in  principle.  Tyranny  of  the  poor  is  worse 
than  that  of  the  rich  only  because  it  is  more  ignorant. 

Liberalism   is  the  last   preventative   of   Bolshevism.     Liberalism    is 
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moderation.    "Let  your  moderation  be  known  in  all  things,"  especially 
in  your  discount  rates. 

Moderation,  applied,  is  utilitarian  and  maintains  that  in  a  demoe- 
racy  the  demands  of  any  elass  must  be  scrutinized  and  aoocfpied  or 
rejected  as  they  are  for  or  against  the  welfare  of  the  whole.  Una 
must  be  done  fairly. 

We  must  say,  ''Sit  tight  in  the  boat,"  and  deep  down  in  our  hearts 
we  must  resolTe,  "The  hand  that  rocks  the  boat  must  nerer  hold  the 
helm." 

We  must  remember  that  we  are,  in  Paul's  words,  "All  members 
of  one  body."  And  if  the  head  sometimes  complains  that  a  certain 
lower  member  gives  it  the  stomach-ache,  the  lower  member  may  reply 
that  the  head  chose  the  food  that  produced  the  ache. 

In  our  social  interdependence  we  must  not  overlook  the  relation  of 
any  specific  problem  to  the  basic  principles  of  economic  production, 
distribution  and  consumption.  Wages  are  capital  in  the  making. 
The  surest  way  to  lose  a  legitimate  profit  is  to  seek  an  illegitimate 
one.  The  trouble  with  most  of  us  capitalists  and  non-capitalists  Is 
that  we  insist  upon  leaving  the  "I"  out  of  profiteering. 

Unnecessary  purchasing  is  almost  as  much  responsible  for  our 
ills  as  reduced  production  and  lowered  reserves  of  economic  goods; 
many  a  man's  cupboard  is  empty  because  his  wardrobe  is  fulL 

Some  men  of  late  have  been  making  dollars  so  fast  that  the  money 
is  hot  and  bums  their  pocket;  and  as  for  Old  Mother  Hubbard,  she 
is  now  Madame  Ala  Mode.  It  is  not  the  serpent  in  the  garden  that 
troubles  the  modem  Eve,  it's  the  dress  on  the  other  woman's  back. 

These,  gentlemen,  are  the  commonplace  maxims  of  a  workaday  world, 
but  they  lead  to  the  fifth,  the  final  and  it  seems  to  me  the  decisive 
factor  in  the  balance;  they  are  commonplace  you  admit,  and  yet 
it  seems  to  me  they  are  inextricably  bound  up  in  the  last  and  decisive 
factor: 

THE  SPIRIT  WITH  WHICH  WE  FACE  THE  PROBLEMS  OF 
TOMORROW,  FOR  THE  PRIME  NEED  IS  NOT  TO  MULTIPLY 
THE  HEYWOODS. 

Smuts  said  in  his  farewell,  "the  old  world  is  dead  around  us;  let 
it  die  within  us."  What  we  need  is  a  new  frank  spirit  that  we  find 
from  the  method  of  the  Lord  when  he  said,  "Come  let  us  reason  to- 
gether." We  find  something  of  the  spirit  that  Edmond  Burke  had 
in  mind  when  in  a  dark  hour  of  Britain's  history  he  pleaded  for  a 
display  of  sweet  reasonableness.  We  need  a  new  frank  spirit  with 
which  to  face  the  problems  of  a  new  world,  and  I  believe,  gentlemea, 
if  we  have  that  spirit  we  can  look  forward  unafraid. 

I  think  sometimes  that  I  hear  about  me  the  reverlmttiooi 
of  a  storm  that  soon  will  engulf  us;  I  hear  sometimes  voices  in  the 
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night  erying  discord;  then  again  I  am  heartened  by  the  assurance 
that  the  one  thing  in  this  world  than  can  ncTer  fail  is  Right.  And 
the  one  thing  that  is  always  applicable  is  Justice;  and  the  one  thing 
we  most  want  is  Love.  I  still  believe  that  class-consciousness  need 
not  be  fatal,  if  we  make  class-consciousness  conscientious. 

Yon  remember  in  1871  when  the  treaty  of  Frankfort  was  signed 
there  were  still  many  French  students  in  the  schools.  One  day, 
in  a  school  occupied  by  the  Jesuits,  the  men  were  preparing  for  a 
class  when  they  were  interrupted  by  the  echo  of  guns.  The  old  preacher 
bowed  his  head  and  listening  to  the  sounds,  said,  '^My  children,  pray 
for  the  future  of  France."  While  the  guns  roared  without,  and  the 
lads  in  the  school  bowed  in  prayer,  there  was  one  in  that  class  who 
as  he  bowed  in  prayer  made  a  vow.  Years  afterwards  when  he  came 
back  to  Metz  at  the  head  of  a  conquering  army  he  said,  'Today  I 
paid  the  vow  I  made  when  the  treaty  of  Frankfort  was  signed."  That 
man  happened  to  be  Ferdinand  Foch.  As  you  hear  the  thunder  of 
the  guns  that  celebrate  the  signing  of  the  treaty  of  Versailles  or 
Frankfort,  sounds  that  are  in  the  judgment  of  many  the  sounds  of 
coming  strife,  remember  this,  that  while  there  need  be  men  today  to 
pray  for  the  future  of  America,  there  ia  also  need  for  men  to  make 
their  vow  that  America  shall  be  hereafter  as  she  is  today  and  as  she 
has  always  been — a  land  of  fair  play,  a  land  of  equal  opportunity. 
(Applause.) 

Mb.  J.  Elwood  Cox  :  I  move  that  we  manifest  our  apprecia- 
tion of  this  splendid  report  by  a  rising  vote  of  thanks.  (All 
arose.) 

Prbsidbnt  Sands  :  We  have  a  number  of  matters  yet  to  take 
up.  We  receive  from  the  Executive  Council  practically  every- 
thing we  ask  for  except  money.  We  don't  get  quite  enough 
money  to  perform  the  service  to  the  members  that  we  ought. 
I  am  going  to  be  plain  about  it  and  I  want  to  tell  you  that  we 
have  done  everything  possible  with  the  funds  that  we  have. 
Next  year^  with  an  increased  revenue,  we  expect  to  do  more.  If 
you  will  look  at  the  Treasurer's  report  you  will  see  that  every 
cent  has  been  accounted  for  in  some  service. 

One  very  important  matter  that  should  be  acted  upon  at 
once^  and  a  matter  that  gives  me  a  great  deal  of  pleasure  to 
announce  to  you,  is  that  we  have  been  permitted  by  unanimous 
vote  of  the  Executive  Coimcil  to  increase  the  Executive  Com- 
mittee of  this  Section  from  six  to  twelve  members.  It  was 
realized  that  we  did  not  have  a  large  enough  committee  to  cover 
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the  whole  of  the  United  States,  and  therefore  we  are  going  to 
have,  next  year,  twelve  members  of  this  committee,  and  we 
hope  to  get  the  ablest  bankers  in  the  United  States  to  serve. 
In  order  to  make  that  legal  and  bring  that  about,  it  is  necessary 
to  amend  our  by-laws  increasing  the  committee,  and  I  am 
pleased  to  inform  you  that  in  advance  of  our  action  here  the 
Executive  Council  has  given  us  unanimous  authority  to  make 
this  increase. 

Mr.  J.  A.  PoNDROM  (Houston,  Texas) :  Mr.  President,  I 
desire  to  offer  the  following  resolution : 

"Resolved,  That  By-Law  number  two  of  this  Section  be 
amended  to  read  as  follows : 

"'Section  2.  The  administration  of  the  affairs  of  this  Sec- 
tion shall  be  vested  in  a  President  and  a  First  Vice-President 
of  this  Section,  and  an  Executive  Committee  of  twelve  mem- 
bers, who  shall  serve  until  their  successors  are  chosen  and 
appointed,  no  two  of  whom  shall  be  from  the  same  Federal 
Reserve  District.' " 

I  move  its  adoption.     (Unanimously  adopted.) 
Mr.  Pondrom  :  I  have  here  another  resolution : 
''Resolved,   That  By-Law   number  five   of   this    Section   be 
amended  to  read  as  follows : 

"'Section  5:  The  Executive  Committee  shall  be  elected  at 
the  annual  meeting  by  the  members  of  this  Section,  four  being 
elected  each  year  to  serve  for  a  period  of  three  years,  except  that 
at  the  first  election  after  the  adoption  of  this  amendment  two 
members  shall  be  elected  to  serve  for  one  year,  two  for  two 
years,  and  four  for  three  years,  and  thereafter  members  shall  be 
elected  for  three-year  terms,  except,  in  case  of  a  vacancy,  whidi 
shall  be  filled  by  an  election  for  the  unexpired  term.  No 
officer  or  member  of  the  Executive  Committee  shall  be  eligible 
for  re-election  until  one  year  following  the  completion  of  a  full 
term  of  office.' '* 

I  move  the  adoption  of  the  resolution.  (Unanimously  adopted.) 
Secretary  Hyde  :  I  wish  to  make  an  announcement  concern- 
ing tomorrow.    We  will  have  our  next  session  in  this  hall  to- 
morrow at  2 :30  and  that  means  exactly  2 :30,  and  there  will  be 
a  larger  number  of  seats  than  we  have  here  today.    Honorable 


Digiti 


zed  by  Google 


NATIONAL   BANK    SECTION  635 

John  Skelton  Williams,  Comptroller  of  the  Currency,  comes  here 
to  speak  to  ns  at  great  personal  sacrifice  and  I  hope  that  every 
seat  tomorrow  at  2 :30  will  be  filled. 

President  Sands:  The  next  thing  in  order  is  reports  of 
standing  committees.  The  Committee  on  Acceptances,  Mr. 
Jerome  Thralls,  chairman. 

Mr.  Thralls:  With  the  consent  of  the  President  and  this 
body  I  will  refrain  from  reading  my  report.  I  will  oSer  the 
report  which  is  the  same  as  that  made  to  the  general  Associa- 
tion and  move  its  adoption. 

The  report  was  unanimously  adopted. 

EEPOET  OF  COMMITTEE  ON  ACCEPTANCES 
Jerome  Thralls 

Your  Committee  entered  upon  its  duties  with  the  firm  belief  that- 
the  credit  system  of  this  country  could  be  greatly  improved  and  its 
financial   position   could    be  greatly   strengthened   through   the   proper 
adaptation  of  the  American  acceptance  method  of  financing. 

After  careful  survey  of  the  situation  it  was  determined  to  merge  the 
work  of  the  Committee  with  the  American  Trade  Acceptance  Council. 
The  present  Chairman  of  your  Committee  was  shortly  thereafter  made 
Chairman  of  a  special  Committee  charged  with  the  responsibility  of 
reorganizing  the  Council  with  the  view  of  broadening  its  scope  of 
activities  to  include  bankers  acceptances,  the  development  of  the  opeo 
discount  market  and  other  vital  problems  of  common  interest  to  the 
bankers  and  business  people  of  America. 

This  special  Committee  called  a  conference  for  January  21,  1919,  in 
New  York — 250  leading  business  men  and  bankers  from  throughout  the 
nation  responded.  The  American  Acceptance  Council  was  organized  with 
a  membership  of  over  150  banks  and  business  concerns— ^ach  paying 
annual  dues  ranging  from  $100  to  $500. 

The  officers  of  the  American  Acceptance  Council  are  Lewis  £.  Pier- 
son,  President,  Arthur  Reynolds,  Vice-President,  Jerome  Thralls,  Seere- 
tary,  and  Robert  H.  Bean,  Executive  Secretary.  Paul  M.  Warburg  it 
Chairman  of  the  Executive  Committee,  Daniel  G.  Wing  of  Boston,  first- 
Vice-Chairman,  Fred  I.  Kent  of  New  York,  2nd  Vice-Chairman.  You 
are  represented  on  this  Committee  by  Messrs.  Sands  and  Thralls.  On 
March  1,  1919,  the  Council  established  offices  at  111  Broadway,  N.  Y.» 
and  started  a  nation-wide  campaign  to  drive  home  to  the  business  men 
and  bankers  the  true  merits  of  both  trade  and  bankers  acceptances.  On 
June  9,  1919,  the  Council  held  its  first  annual  acceptance  Convention 
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at  Detroit — over  600  prominent  business  men  were  present.  Erery 
phase  ef  the  acceptance  subject  was  discussed.  Since  then  an  oflSdal 
publication,  the  Acceptance  Bulletin,  has  been  published  and  the  fol- 
lowing  pamphlets  containing  authoritative  information  have  been 
printed  and  widely  distributed  by  the  Ck>uncil. 

Hie  Trade  Acceptance— a  Statonent  of  Principles  by  Paul  M.  War- 
burg. The  Acceptance  as  the  Basis  of  the  American  Discount  Market, 
by  John  £.  Rovensky,  Vice-President  National  Bank  of  Commerce,  New 
York;  The  Bankers  and  Trade  Acceptances,  by  Geo.  Woodruff,  President, 
First  National  Bank,  Joliet,  111.;  American  Acceptances  and  Foreign 
Trade,  by  Fred  I.  Kent,  Vice-President  Bankers  Trust  Company,  New 
York ;  Dangers  to  be  Avoided  in  Trade  Acceptance  Practice,  by  David  C. 
Wills,  Chairman  of  the  Board  Federal  Reserve  Bank  of  Cleveland; 
Trade  Acceptance  Experience,  James  A.  Green,  President  The  Matthew 
Addy  Co.,  Cincinnati;  Acceptances  in  our  Domestic  and  International 
Commerce,  by  Paul  M.  Warburg;  Domestic  Acceptances — Financing 
Warehouse  Staples,  by  R.  S.  Hecht,  President  Hibemia  Bank  and  Trust 
Co.,  New  Orleans,  La. ;  The  Proceedings  of  the  first  Annual  Convention 
and  various  leaflets  giving  the  experience  of  acceptance  users. 

The  Council  has  found  that  many  people  are  confusing  Trade  and 
Bankers  Acceptances  and  is  therefore  treating  the  subjects  separately. 
The  remainder  of  this  report  will  be  sub-divided  accordingly. 

Part  1.  Tbaob  Aoceptanois. 

The  Council  has  devised  and  reoommends  the  foUe^ng  form  for  gen- 
eral use.  (Exhibit  A — attadbed.)  This  form  is  designed  with  due  re- 
gard to  law,  the  rules  and  regulations  of  the  Federal  Reserve  Board, 
and  the  various  Federal  Reserve  Banks.  It  is  approved  by  the  Council 
of  the  Federal  Reserve  Board  and  the  oounsd  of  the  Amerieaa  Bankers 
Association  and  various  other  leading  authorities.  This  form  may  be 
altered  to  meet  the  needs  of  any  particular  line  of  trade.  The  Council 
reoommends,  however,  that  the  form  used  be  as  simple  as  possible  aad 
free  from  entangling  notations  that  UKight  hamper  or  hinder  the 
negotiaMlity  and  retard  the  movement  of  the  completed  bill  in  the 
market. 

The  list  of  known  users  of  the  trade  acceptance  has  grown  rapidly, 
having  increased  over  four  thousand  in  the  period  of  <me  year.  It  in- 
cludes practically  every  line  of  industry  and  all  sections  of  the  United 
States.  Out  of  the  reports  received  not  one  single  valid  objection  has 
been  presented  where  proper  use  of  the  Trade  Acceptance  has  been  under- 
taken. In  every  legitimate  case  the  instrument  is  praised  most  highly. 
Experience  has  actually  demonstrated  that  the  use  of  the  trade  aeeept- 
snce  enables  an  equal  amount  of  capital  to  do  a  greater  amount  of 
service.  It  has  also  enabled  its  users  to  reduce  their  bills  payable  ac- 
count, to  buy  a  greater  amount  of  Treasury  Bills  and  to  handle  wtthovt 
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difficultly  the  increming  volume  of  tiieir  bueineM  with  the  attending 
high  prices,  to  shorten  the  credit  period,  to  reduce  the  number  of  claims 
and  disputes,  to  afford  a  definite  check-up  on  all  transactions  and  to 
generallj  stabilize  their  business — ^producing  at  the  same  time  a  great 
volume  ol  liquid  paper — eligible  for  re-discount  at  the  Federal  Reserve 
Banks  and  for  service  as  the  basis  of  currency  issue. 

The  greatest  success  with  the  trade  acceptance  has  been  noted  in 
cases  of  united  action  of  a  whole  trade.  That  is  where  the  trade  ac- 
ceptance was  made  a  term  of  sale.  This  was  done  by  the  flour  milling 
industry  in  the  State  of  Washington,  the  lumber  mills  of  the  West 
Coast,  the  National  Raw  Silk  Dealers,  a  number  of  hardwood  manufac- 
turing associations  and  various  others. 

As  an  indication  as  to  the  growth  in  the  voliune  of  trade  acceptances 
no  better  index  can  be  had  than  the  figures  of  the  Federal  Reserve 
Banks — ^which  show  that  they  rediscounted  in  1916-^ver  5  million  dol- 
lars— 1017  over  37  million  dollars,  and  in  1918  over  187  million  dollars 
of  trade  acceptances,  and  at  the  same  time  purchased  in  the  open  market 
in  1016 — 16  millions — 1917  over  37  millions^  and  in  1018  over  61  mil- 
lion dollars  WOTth  of  such  bills. 

The  path  has  not  been  smooth  all  the  way.  Some  real  problems  have 
developed  and  now  confront  the  banking  fraternity.  They  are  ( 1 )  The 
general  demand  by  the  users  for  a  preferential  rate  when  trade  ac-* 
ceptancee  are  offered  for  discount.  (2)  Arranging  a  fair  and  satis- 
factory schedule  of  service  and  collection  diarges  for  handling  trade 
acceptances.  (3)  Devising  the  most  efficient  and  economical  method 
of  handling  trade  acceptances  in  the  bsaiks  and  business  houses.  (4) 
Perfecting  a  comprehensive  market  for  trade  acceptances. 

Regarding  the  first  problem — It  is  unfortunate  that  business  people 
generally  were  led  by  certain  enthusiasts  to  believe  that  a  preferential 
rate  of  %  to  %%  would  be  accorded  by  banks  when  discounting  trade 
acceptances,  because  preferential  rates  were  quoted  by  Federal  Re- 
serve Banks.  It  should  be  remembered  that  a  lenders'  nuurket  has  pre- 
vailed for  many  months  and  the  banks  have  found  ready  use  for  their 
funds  at  favorable  rates.  Until  conditions  change  rates  may  fluctuate 
but  in  no  event  will  all  trade  acceptances  find  a  ready  market  at  a 
preferential  rate.  Banks  and  other  investors  will  take  into  consider- 
ation the  name  and  character  of  the  drawers  and  acceptors.  The  prime 
names  will  be  accorded  a  better  rate  than  the  unknown  names. 

The  second  problem — Arrangements  should  be  made  with  the  Ameri- 
can Acceptance  Ck)uncil  for  the  appointment  of  a  special  committee  of 
bankers  and  business  men  to  work  out  a  satisfactory  schedule  of  service 
exchanges  and  collection  charges.  Many  trade  acceptance  users  have 
the  idea  that  trade  acceptances  can  be  handled  on  the  same  basis  as 
checks  and  that  they  should  be  collectible  at  par  through  the  Federal 
Reserve  Banks.     They  have  also  misunderstood  the  action  of  the  New 
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York  Clearing  House  which  refers  to  clearing  of  local  trade  ace^ytaneei 
as  meaning  trade  acceptances  payable  at  any  point  in  the  United  States 
may  be  cleared  or  collected  at  par  through  New  York  or  other  principal 
clearing  centers. 

The  use  of  the  trade  acceptance  will  transfer  to  the  bank  mudi 
labor  heretofore  done  in  the  business  house.  The  business  house  will  be 
relieyed  from  sending  letters,  drafts,  duns  and  other  notices.  By  the 
concentration  of  this  work  in  the  banks  it  can  be  done  at  less  expense 
but  whatever  the  expense  it  certainly  should  be  borne  by  the  trade 
adbeptanoe  users. 

It  is  believed  that  on  thorough  explanation  of  this  point  the  users 
would  be  satisfied  to  pay  a  reasonable  fee  for  the  service  and  cost  of 
collection  of  acceptances.  It  is  necessary  to  send  trade  acceptances  to 
the  place  of  payment  before  maturity.  They  must  be  tidclerised  on 
receipt  and  carefully  watched  until  maturity.  From  origin  to  the  point 
of  payment  the  work  in  handling  trade  accepances  is  greater  than  that 
involved  in  the  handling  of  ordinary  checks.  But  since  trade  accept- 
ances payable  at  banks  may  be  charged  to  the  accounts  of  acceptors  in 
most  of  the  states — ^their  use  obviates  the  necessity  for  the  issuance  of 
checks  to  pay  the  bills  the  acceptances  displace,  thereby  affording  a 
big  saving  in  labor  and  expense. 

The  third  problem — ^That  of  devising  the  most  efficient  and  economical 
method  of  handling  trade  acceptances  in  the  banks  and  business  houses 
should  be  delegated  for  solution  to  a  Committee  of  bankers,  trade  ac- 
ceptances users  and  accountants. 

The  fourth  problem — That  of  the  development  of  the  market  must 
necessarily  be  a  slow  one.  Many  leading  banks  are  turning  their  at- 
tention to  trade  acceptances  as  an  investment  in  preference  to  commer- 
cial paper,  but  they  consider  only  the  very  best  names  and  it  is  certain 
that  the  bulk  of  trade  acceptances  taken  by  concerns  outside  of  the  larg« 
financial  centers  must  find  lodgment  in  the  local  banks.  The  expense 
of  investigating  the  names  alone  would  preclude  them  from  finding  their 
way  to  the  open  market. 

Although  great  progress  is  being  made  with  the  trade  acceptance 
system  of  merchandising,  its  maximum  of  success  depends  upon  the 
bankers.  The  merchants  and  others  who  are  called  upon  to  sign  touk 
acceptances  usually  consult  with  their  bankers.  If  their  bankers  are 
well  informed  and  desire  to  aid  in  placing  the  credit  merchandising 
business  of  this  country  on  the  soundest  possible  basis,  they  will  advise 
the  signing  of  the  acceptance,  otherwise  the  chances  are  they  will  not. 

Pabt  2,  Bankers'  Acceptances. 

Bankers'  acceptances  have  been  a  most  valuable  aid  in  the  financing  of 
our  export  and  import  business.  The  extent  of  their  use  has  expanded 
rapidly  as  is  evidenced  by  the  fact  that  the  number  of  accepting  1 
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now  exoeeda  600,  while  the  number  in  March,  1010,  was  reported  as  302 
with  a4ieeptance  power  of  $1,027,275.  The  yolume  of  outstanding  accept- 
ances of  these  (362)  institutions  in  March  was  $451,265,000.-09  Na- 
tional Banks  and  36  State  Banks  and  Trust  Companies  had  qualified 
for  the  100%  aeoeptanoe  privilege.  They  had  accepted  86%  of  this 
total — ^the  228  others  being  responsible  for  14%  only. 

A  further  index  to  the  growth  of  bankers'  acceptances  is  given  in  the 
report  of  the  Federal  Reserve  Board  for  1918.  It  shows  the  purchases 
in  the  open  market  by  the  Federal  Reserve  Banks  in  1916— $386,- 
000,000.-1917  $1,077,700,000.  and  1918— $1,809,500,000.  The  purchases' 
for  the  first  seven  months  of  1919  were  $1,369,682,000. 

Our  acceptance  power  has  been  further  augmented  by  the  formation 
of  acceptance  houses  and  through  a  great  number  of  strong  private 
banking  houses  such  as  J.  P.  Morgan  k  Co.,  Brown  Bros,  k  Co.  and 
Kuhn  Loeb  &  Co.  of  New  York,  having  filed  with  the  Federal  Reserve 
Bank  statements  and  the  necessary  agreements  to  permit  them  to  accept. 

Great  headway  has  been  made  by  Discount  Corporations  and  other 
acceptance  dealers  in  the  effort  to  develop  a  comprehensive  open  dis- 
count market.  The  combined  portfolios  of  these  concerns  run  an  ap- 
proximate average  of  80  million  dollars  or  about  %  of  the  total  accept- 
ances outstanding.  The  dealers  stand  ready  to  purchase  high  grade 
bankers'  bills  at  all  times.  The  prevailing  rates  range  from  4'/,,  to 
4%%  for  90  day  bills;  4%  to  4%%  for  60  day  bills;  and  4«Ae  to  4%% 
for  30  day  bills.  The  dealers,  in  turn,  sell  the  bills  to  investors  (indi- 
viduals, corporations,  banks  and  others)  at  a  profit  of  from  V,«  to  1^% 
per  annum.  One  of  the  greatest  obstacles  to  the  development  of  the 
market  for  bankers'  acceptances  is  the  short  term  United  States  Treas- 
ury bills. 

Another  obstacle  is  the  present  plan  of  handling  the  Stock  Exchange 
call  loans.  Many  banks  send  funds  to  New  York  to  be  loaned  at  call  on 
the  Stock  Exchange.  It  is  believed  that  the  practice  should  be  curbed 
and  a  plan  of  periodical  settlements  should  be  arranged.  These  re- 
serves should  be  invested  in  a  character  of  paper  that  is  readily  con- 
vertible, such  as  bankers'  acceptances. 

Another  difficulty  is  the  rates  fixed  by  the  Federal  Reserve  Banks. 
In  some  districts,  the  Federal  Reserve  Banks  have  given  a  rate  of  4^ 
to  5%  when  re-discounting  for  their  members  6%  commercial  paper,  at 
the  same  time  quoting  a  like  rate  on  acceptances. 

The  rate  on  15  day  notes  secured  by  single  name  paper  is  the  same  as 
it  is  on  15  day  bankers'  acceptances  and  ofttimes  a  better  rate  is  allowed 
by  the  Federal  Reserve  Banks  on  15  day  notes  secured  by  Government 
obligations. 

A  great  number  of  accepting  banks  have  not  yet  realized  that  in  order 
to  develop  the  business  along  the  right  lines  they  must  at  certain  periods 
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become  aeceptmaoe  buyon  aad  should  duoontiiuie  tlie  pnetiee  €i  ewap- 
ping  billfly  which  means  gettii^  and  giving  aocommodatloii  endoTMouBtB. 

Another  handicap  to  the  deakra  ia  the  difieulty  to  get  at  prefereatial 
ratee  a  eulBcicnt  quantity  d  fonda  to  carry  their  portlolioa.  If  they  are 
required  to  pay  the  regular  loan  rate  for  funda  it  wipea  out  tiwftr  margiB 
of  profit  or  forces  them  to  aacrifice  t&e  bills. 

S(Nne  of  the  Federal  Reserve  Baaks,  partioularly  the  Federal  Re- 
serve Banks  of  Boston  and  New  York  have  been  quite  liboml  in  aldiaf 
the  oariying  of  acceptances  by  purchasing  the  billa  under  the  16  day 
re*purchase  agreement. 

The  commercial  and  industrial  interesta  of  the  country  are  greatly 
benefited  from  the  uae  of  bankera'  aceeptancea  because  of  the  bankers 
being  enabled  tlurough  their  uae  to  grant  them  the  aocommodatiooi 
under  proper  conditiona  in  eccceaa  of  the  109^  limit  fixed  by  Section  6200. 

It  is  found,  however,  that  aome  bankera  are  abusing  this  privilege  ia 
that  they  do  not  keep  the  aooeptaaoes  i»'operly  secured  where  the 
amount  of  the  accommodation  ia  in  exoeaa  of  the  10%  limit. 

There  haa  been  considerable  demand  for  an  amendment  to  the  law 
providing  for  an  increase  in  the  limit  as  to  the  volume  of  acceptances 
that  may  be  made  by  any  one  bank. 

It  ia  believed  by  your  committee  that  this  feature  should  be  carefully 
safe-guarded  and  that  if  a  greater  limit  is  fixed,  it  should  be  subject  to 
the  control  of  the  Federal  Reserve  Board. 

A  preference  is  being  shown  for  endorsed  bills  and  for  bills  of  members 
of  the  Federal  Reserve  System.  The  Clearing  House  rules  in  a  number 
of  cities  have  been  amended  so  as  to  permit  acceptances  to  be  exchanged 
through  the  regular  clearings. 

A  number  of  unusually  large  foreign  credits  have  been  arranged  dur- 
ing the  year  under  the  acceptance  plan.  These  include  the  Belgian 
credit  of  50  million,  and  the  Caecho-Slovakian  credit  of  6  million  dol- 
lars. 

Fully  75%  of  the  bankers'  acceptances  cover  export  business  and  about 
64%  of  the  bankers'  acceptances  now  being  issued  are  accepted  by  finan- 
cial concerns  in  the  cities  of  Boston  and  New  York.  During  the  year 
arrangements  have  been  made  under  which  acceptances  made  payaUe 
in  any  Federal  Reserve  or  branch  Federal  reserve  bank  city  can  be 
collected  through  the  Federal  Reserve  Clearing  System  and  settled  for 
through  the  Gold  Settlement  Fund. 

Under  this  plan,  an  acceptance  payable  in  St.  Louis,  can  be  con- 
verted  by  a  New  York  bank  into  reserves  on  the  day  of  its  maturity. 

Your  Committee  brieves  that  every  endeavor  should  be  made  to 
devel<^  and  properly  guide  the  acceptance  method  of  financing  in  this 
country  and  it  recommends  to  every  bank  that  desires  to  avail  of  its 
acceptance  privilege,  that  it  first  communicate  with  the  Federal  Reanre 
Bank  of  its  district  in  order  to  get  the  necessary  instructions  to  make 
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certain  that  its  bills  will  be  drawn  in  aceordanee  with  the  deairea  of  the 
Federal  Resenre  offidale,  and  secondly,  it  should  get  in  touch  with  its 
reserve  city  correspondent  and  get  from  that  source  advice  and  sug- 
gestions. 

It  should  also  oonununicate  with  some  good  discount  house  or  other 
dealer  in  order  to  make  certain  that  its  bills  will  be  drawn  in  a  form 
that  will  make  them  readily  convertible  in  the  open  market. 

The  committee  further  suggests  and  recommends  the  appointment  of 
a  committee  of  three  to  be  charged  with  the  duty  and  responsibility  of 
preparing  and  disseminating  among  the  members  of  the  American 
Bankers  Association  a  pamphlet  setting  forth  in  cleur  and  understand- 
able terms 

(1)  What  acceptances  are 

(2)  How  they  may  be  used 

(3)  Why  they  should  be  used 

(4)  The  dangers  to  be  avoided  in  their  use. 

This  pamphlet  should  include  sample  forms  and  all  information  that 
is  needed  in  order  to  enable  any  banker  or  any  business  concern  im- 
mediately to  institute  the  acceptance  method  of  financing. 
Respectfully  submitted 

K  KntBT  Smith. 
Waltib  W.  Hkad. 
Jkboms   Thb^lls,    Chairman, 
St.  Louis,  Mo., 

Sept.  30,  1919. 

The  meeting  then  adjourned. 

SECOND  SESSION 

The  second  session  was  held  Wednesday^  October  1^  2 :30  p.  u., 
in  the  ballroom  of  the  Planters  Hotel. 

Secretary  Hyde  read  a  letter  from  Hon.  Carter  Qlass,  Sec^ 
retary  of  the  Treasury,  ezpresBii^  his  regret  at  his  inability  to 
attend  this  meeting. 

Mh.  Hinsch  :  Mr.  President,  I  move  that  we  send  a  telegram 
of  greetings  to  Hon.  Carter  Glass  and  express  our  regret  that  he 
cannot  be  with  us.    (Motion  carried.) 

Prbsidbnt  Sakds  :  It  has  been  the  rule  of  the  National  Bank 
Section  to  invite  the  Comptroller  of  the  Currency  to  address 
its  members  upon  the  occasion  of  its  annual  meeting.  This  is 
the  most  proper  and  fitting  thing  to  do  by  reason  of  the  in- 
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timate  relationship  which  exists  between  the  office  of  the  Comp- 
troller of  the  Currency  and  that  of  the  National  Bank  Section. 
The  Congress  of  the  United  States  has  placed  in  the  hands  of 
the  Comptroller  the  administration  of  the  laws  under  which  the 
national  banks  operate  and  has  put  upon  that  official  the  re- 
sponsiblity  of  administering  those  laws,  which  are  designed  for 
the  good  of  all  the  people.  The  Comptroller  of  the  Currency 
is  under  oath  to  administer  these  laws  without  fear  or  favor. 
The  present  incumbent  has  been  at  the  head  of  the  national 
banking  system  of  this  country  for  a  number  of  years  and  at  a 
time  when  the  banking  system  of  the  country  has  undergone 
changes  which  have  lifted  it  from  perhaps  one  of  the  most 
unscientific  banking  systems  in  the  world  to  a  system  which  has 
been  pronounced  by  the  leading  bankers  of  the  world  as  the 
best  known  and  which  has  met  every  requirement  of  a  period 
unparalleled  in  the  history  of  the  commercial  and  financial 
world.  Mr.  Williams  is  known  in  his  home  town  as  an  honest 
and  courageous  man,  standing  for  all  that  is  right  and  good 
in  lus  community.  In  the  administration  of  his  office  he  has 
done  what  he  conceives  to  be  a  sworn  duty  and  the  results  of  his 
administration  speak  louder  than  any  words  of  mine.  There  is 
no  doubt  that  the  business  of  every  class  of  banking,  particu- 
larly that  of  national  banks,  is  today  ccmducted  upon  a  mudi 
higher  plane  with  a  fuller  realization  on  the  part  of  the  officers 
and  directors  of  the  banks  of  their  duties  and  obligations  than 
ever  before.  Fellow  bankers,  in  my  judgment  we  are  under 
great  obligation  to  the  present  Comptroller  of  the  Currency  for 
the  able  manner  in  which  he  has  conducted  the  affairs  of  his 
office.  I  take  pleasure  in  presenting  the  Hon.  John  Skelton 
Williams. 


AMEEICA  AS  ATLAS 
John  Skelton  Williams 

Let  me  ask  your  attention  to  the  thought  and  the  fact  that  the 
bankers  of  the  United  States  have  just  finished  the  performance  of  one 
miracle  and  are  beginning  another.  They  have  done  the  swiftest  and 
most  important  job  in  all   the  history  of  banking  and  finanee  and 
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now  face  work  demanding  even  more  of  their  wisdom,  their  resourceful- 
ness and  their  genius.  The  Atlas  of  mythology  carried  the  world  on  his 
shoulders.  You  bankers  in  reality  are  to  supply  the  strength  and 
sinew  with  which  this  republic  is  to  lift  and  for  a  time,  at  least, 
carry  a  world  yet  seething,  after  the  extinction  of  the  fiercest  of  the 
flames  that  threatened  to  consume  its  hope. 

Having  this  in  mind,  I  feel  especially  honored  by  the  opportunity 
to  address  those  who  have  achieved  such  mighty  tasks  and  written  in 
history  a  chapter  of  accomplishment  so  wonderful.  Therefore  I  am 
deeply  grateful  to  you  for  asking  me  here  and  beg  you  to  believe  that 
I  thank  you  heartily. 

Since  I  laat  had  the  honor  of  speaking  to  you,  three  years  ago  at 
Elansai  City,  you  have  furnished  our  government  the  funds  with  which 
the  war  was  won.  You  not  only  obtained  and  supplied  from  your 
own  resources,  and  by  your  stimulation  and  aid  to  our  people,  the 
funds  to  equip  and  maintain  our  army  of  nearly  four  million  men, 
but  you  also  provided  for  our  government  the  ten  billion  dollars  addi- 
tional loaned  to  our  allies.  I  vividly  recall  the  memorable  occasion, 
while  the  war  was  raging,  when  the  British  Ambassador  said  to  me  in 
Washington  that  unless  the  advances  which  we  were  making  the  allies 
should  be  kept  up  their  cause  would  fail,  and  he  solemnly  added:  "If 
we  go  first  it  will  be  your  turn  next.''  It  is  interesting  to  note  inci- 
dentally that  the  amount  we  have  loaned  the  allies  is  more  than  three 
times  as  great  as  what  we  have  heretofore  regarded  as  the  huge  sum 
which  this  government  raised  by  the  sale  of  bonds  to  pay  the  cost 
of  our  Civil  War. 

I  may  claim  some  distinction  as  one  of  the  few  men  in  this  country 
not  equipped  with  a  solution,  all  worked  out  and  ready,  of  the  world's 
present  and  pressing  financial,  commercial,  social  and  political  prob- 
lems. Perhaps  I  should  be  ashamed  to  confess  the  deficiency,  but 
truth  is  mighty.  I  see  now  no  way  out.  I  acknowledge  that  as 
frankly  as  I  feel  and  say  confidently  that  there  is  a  way  out  and 
that  the  American  people  will  find  and  follow  it. 

As  has  been  said,  Columbus  did  not  know  where  he  was  goii^  nor 
how  to  get  there,  but  he  went  in  the  general  direction  indicated 
by  common  sense  applied  to  acquired  knowledge  and  found  not  only 
safety  but  a  new  world. 

One  basic  fact  which  we  may  accept  as  proved  and  indisputable 
to  begin  with  is  that  America  must  carry  and  guide  the  world,  a  while 
at  least.  There  is  no  way  out  of  or  around  it.  We  may  as  well  face 
it  here  and  now,  and  face  the  further  fact'  that  the  American  banker 
must  do  much  of  the  carrying  and  guiding.  Gentlemen,  it  is  clear 
as  day.  Suppose  we  cut  every  cable  and  stopped  every  ship  sailing 
between  here  and  Europe.  It  is  a  fact  that  Europe  does  not  make 
or  grow  anything  we  must  have  to  live  comfortably.     We  can  grow 
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and  mannfacture  for  ourselves  practically  all  we  need  bitt  coffee  and 
tea,  and  we  could  bring  those  from  the  Orient  and  the  other  Americas, 
but  idiile  we  nmke  more  cotton  and  wheat  than  we  can  use  ourselves 
we  need  Europe  for  a  market — an  outlet  for  our  surplus.  Without 
it  we  would  have  a  long  period  of  glutted  home  markets  and  low 
prices  and  consequent  loss  of  the  buying  capacity  of  the  people.  The 
primers  of  political  economy  and  our  most  primitive  knowledge  of 
life  tell  us  that  nations,  like  individiuil  men,  are  required  by  laws, 
which  can  not  be  resisted  nor  evaded,  to  be  interdependent.  Every 
advancement  and  improvement  in  means  of  communication  and  contact 
among  human  beings  has  widened  the  operations  of  these  \kwb  and 
made  their  mandate  more  imperative.  Attempt  to  escape  or  defeat 
them  incurs  disaster  and  ruin  to  the  body  politic  or  the  individual 
as  surely  as  the  disassociation  of  one  organ  of  ^e  human  body  from 
the  others  means  death. 

St.  Paul  taught  his  disciples  that  long  ago,  in  the  parable  of  the 
body  and  its  members.  We  can  not  and  should  not  be  content  witb 
mere  existence.  The  human  race  was  not  created  and  society  is  not  or- 
ganized merely  to  live.  The  lowest  animals  do  that.  For  humanitj 
life  without  progress  and  growth  must  mean  decadence  and  retrogres- 
sion. We  are  not  given  the  capacity  to  stand  still.  The  moral  and 
intellectual  life  has  its  laws  of  gravitation  as  potent  as  those  of 
material  nature.  We  know  that  this  invisible  force  is  drawing  us 
downward  always  and  must  be  resisted  by  will  and  movement.  A 
man  falls  the  instant  his  brain  ceases  to  direct  him  to  balance  himself 
and  control  his  limbs,  and  he  can  not  long  be  upright  when  motionless. 
It  is  so  with  communities  and  nations.  To  live  we  must  move  and 
go  onward.  In  doing  that  we  must  be  in  contact  and  association  with 
others  who  are  living  and  moving.  A  nation  can  no  more  prosper 
among  the  putrid  and  fiestering  corpses  of  other  nations'  dead  than  a 
man  can  be  healthy  in  a  chamel  house  or  a  banker  happy  and  !>ound 
in  the  wreckage  of  a  ruined  community.  As  we  have  seen  and  are 
seeing  and  feeling,  a  sick  or  dying  people  give  off  exhalations  whidi 
are  more  deadly  and  poison  the  atmosphere  more  direfully  than  those 
of  the  corpse  left  by  the  most  frightful  disease. 

There  is  no  need  before  an  audience  like  this  to  elaborate  the  argu- 
ment. The  case  proves  itself.  The  conditions  and  the  facts  force  con- 
viction too  clear  to  be  questioned.  The  plain  demands  of  self-interest 
are  in  precise  harmony  with  the  clear  call  of  Christian  and  human  duty. 
Selfishness  and  altruism  kiss  each  other.  Sagacity  and  ethics  are  of 
one  voice.  Wihen  we  go  down  to  the  roots  we  usually  find  that 
generosity,  like  honesty,  really  is  the  best  policy;  but  in  this  instance 
the  conclusion  is  right  before  us  on  the  surface  and  we  do  not  haTt 
to  dig. 

For  our  own  safety  we  must  take  on  the  burden  that  threatens 
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the  crushing  of  our  neighhors.  For  our  own  progress  we  must  pump 
the  breath  and  blood  of  life  into  their  commercial  lungs  and  heart, 
carry  those  of  them  that  need  and  should  be  carried,  bear — if  we  must 
— the  weight  of  the  world.  We  are  the  one  power  strong  enough 
for  the  task.  Our  strength  gives  us  responsibility  along  with  oppor- 
timity.  The  necessities  of  these  other  peoples  appeal,  and  will  continue 
to  appeal,  to  our  good  will,  to  our  instinct  of  self-preservation  and  to 
our  impulse  to  go.  I  am  not  talking  politics  or  treaties.  I  am  talking 
business  and  trying  to  look  at  things  in  the  world  as  you  practical 
men,  who  so  frequently  must  carry  the  burdens  and  meet  the  emer- 
gencies of  your  own  communities,  look  at  them.  If  American  banking 
as  a  whole  will  expand  and  enlarge  its  thought  and  purpose  from 
community  to  universe,  the  quick  and  successful  doing  of  the  mighty 
and  magnificent  work  that  is  to  be  done  will  be  assured. 

How?  I  do  not  know  nor  pretend  to  know.  Nor  do  you  know.  I 
do  know,  and  you  know,  that  no  other  nation  ever  has  been  in  the 
position  in  which  this  nation  is  today — the  one  strong,  secure,  estab- 
lished power  of  a  commimity  of  nations  stunned,  shaken,  stricken  by 
a  shock  and  upheaval  unprecedented.  Therefore  no  other  nation  has 
had  thrust  upon  it  a  duty  so  solemn  and  splendid  and  an  opportunity 
BO  dazzling  and  glorious  for  great  work  and  great  reward,  spiritual, 
moral  and  material,  for  the  near  future  and  the  far  future,  far  beyond 
our  foresight,  as  we  have.  I  know,  and  you  know,  that  a  very  large 
share,  probably  the  largest  share,  of  the  burden,  duty  and  responsibility 
that  are  and  will  be  on  the  United  States  will  be  on  the  bankers 
of  the  United  States,  the  men  representing  so  much  of  the  intellectual 
power,  the  money  power  and,  in  the  final  analysis,  the  political  and 
social  power  of  this  most  powerful  of  the  peoples  of  the  earth. 

All  of  you,  within  the  scope  of  your  own  activities,  have  been 
confronted  with  problems  to  which  you  could  see  no  solutions — with 
intricacies  and  balancings  of  good  and  bad,  probabilities,  possibilities, 
chances  one  way  and  the  other,  which  baffled  your  thought.  You  have 
been  compelled  to  feel  your  way  from  day  to  day,  from  point  to  point, 
from  one  indication  or  condition  to  another. 

So  Columbus  sailed  the  seas  to  an  objective  unknown  but  believed 
in  and  found  to  be  there.  Whatever  may  be  the  exceptions  of  individuals 
or  within  individual  experiences,  generally  you  have  been  splendidly 
successful.  The  statistics  of  my  office  and  the  prosperity  and  solidity 
of  yoiu"  institutions  and  of  the  coimtry  prove  your  success.  They 
prove,  too,  that  you  have  been  guided  by  certain  fixed  principles  and 
known  rules. 

We  are  to  bear  our  burden  and  carry  it  through  imcharted,  changing 
and  vast  regions.  That  is  exactly  what  Americans  do  best  and  what 
the  real  American  man  exults  in  doing.  It  is  our  favorite  game. 
Any  drunken  fool  of  a  sailor  can  scull  a  boat  across  a  smooth  harbor 
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between  buoys  and  in  broad  day.  A  blind  horse  can  trot  on  a  straigfat 
and  level  road.  A  man  without  the  sense  and  knowledge  to  wat^ 
the  stars  and  the  sun  and  to  provide  himself  with  a  compass  walks 
in  a  circle  in  desert  or  wilderness  because  one  foot  steps  further  than 
the  other.  You  men  have  brains  and  courage  and  propelling  power. 
These  things  were  given  you  for  the  express  purpose  of  doing  things 
that  never  have  been  done,  for  going  ahead  on  paths  that  never  have 
been  trodden,  for  pressing  on,  like  Columbus  again,  where  there  are  no 
buoys  or  lighthouses  or  landmarks.  We  have  that  lesson  from  the 
time  of  Ulysses,  who  also  sailed  uncharted  seas.  We  have  it  driven 
home  to  us  by  our  own  immediate  ancestry.  The  men  who  made  the 
government  did  a  new  thing  that  nobody  ever  had  done.  From  chaos 
and  doubt  and  darkness  they  built  our  Constitution,  declared  by  Mr. 
Gladstone,  after  a  century  of  test,  to  be  the  sum  and  essence  of  human 
wisdom  and  foresight. 

Many  of  you  come  from  the  West.  That  magnificent  country,  the 
world's  strength  and  our  nation's  strength  this  day,  was  found  and  made 
by  men  who  had  no  guidance  but  their  own  brains  and  courage  and 
death-defying  purpose  to  go  on  and  to  do.  Where  brains — ^the  brains 
you  have — come  in  is  when  forty  roads  open,  to  take  the  ri^t  one. 
That  is  what  you  are  for.  Too  many  of  you  don't  realize  it.  You  don't 
understand  that  God  Almighty  has  entrusted  you  with  mind  and  power 
and  courage  to  find  and  follow  the  ways,  as  He  has  endowed  this 
country  of  ours  with  the  strength  to  carry  any  load. 

Ulysses  was  called  by  the  sirens  and  found  how  to  resist  them,  and 
he  also  steered  safely  between  Scylla  and  Charybdis.  The  old  fairy 
story  has  it  that  the  hero  on  the  right  road  to  the  mountain  crest 
was  assailed  by  voices  telling  him  he  was  wrong  and  warning  him  of 
horrors  ahead.  He  pressed  upward.  Fantastic  as  the  tale  is,  it  has 
its  lesson.  The  same  brains  that  find  for  you  the  right  safe  way  in 
your  local  labyrinths  will  pick  for  the  country  the  right  road  from 
the  forty.  The  great  majority  of  you  have  as  much  sense  and  as 
much  nerve  as  Columbus,  as  the  farmers  and  storekeepers  and  lawyers 
who  built  the  Constitution,  as  the  pioneers  who  found  and  opened 
and  made  the  west.  History  seems  to  demonstrate  that  the  people  who 
landed  in  Jamestown  and  on  Plymouth  Rock  and  organized  and  estab- 
lished America  had  not  as  much  ability,  experience  or  drive  as  the 
men  to  whom  I  am  talking  this  minute.  I  say  to  you  frankly  my 
own  belief  is  that  the  bankers  of  this  country,  many  of  them  elderly 
or  old  men,  who  have  won  their  way  to  eminence  and  power  by  labor 
and  courage  and  the  supreme  courage  of  self-sacrifice,  have  in  them 
exactly  the  spirit  that  stirred  our  younger  men  on  the  battlefields  of 
France  as  the  words  "let's  go"  came  down  the  lines.  Thoee  boys  of 
ours  went  at  the  word.  They  went  into  darkness,  to  bloody  mud,  to 
unknown  and   ghastly  trenches  and   wire  entanglements.     But  they 
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went.  And  they  won.  Most  of  us  could  not  go.  Now  is  the  time 
lor  us  to  do.  From  our  secure  homes  we  backed  the  bojs  at  the 
front.  Now  is  the  time  for  us  to  back  them  by  making  secure  the 
▼ietories  they  won  and  by  carrying  to  completion  the  ultimate  purposes 
for  which  they  went  and  fought  and  died — the  betterment,  free^'oia 
and  elevation  of  humanity. 

We  do  not  have  to  walk  in  circles  in  the  wilderness.  We  have  some 
sure  compasses  and  unfailing  and  fixed  stars  by  which  to  guide.  In 
business,  as  in  astronomy,  we  have  established  and  permanent  points 
and  places  in  the  firmament.  Tlie  law  is  clear.  Above  the  statute 
law  is  the  law  of  righteousness  and  fairness.  With  it  is  the  compass 
of  experience.  With  these  we  must  tread  cautiously,  adapting  our 
forward  footsteps,  as  our  ancestors  before  us  did,  to  the  lay  of  the 
land  and  the  circumstances.  We  may  help  Europe  be>t  around  by  way  of 
the  Americas,  stimulating  production  of  some  things  and  demand  for 
others.  We  may  help  through  Russia,  a  country  of  enormous  pos- 
sibilities and  vast  varieties  of  population,  terrain,  climate  and  poten- 
tial absorption  and  production.  The  way  for  us  may  lie  through  the 
Orient;  through  people  closely  akin  to  us  or  those  separated  from 
us  widely  by  differences  in  language  and  tradition.  We  can  not  tell 
yet.  We  can  tell  no  more  at  this  moment  how  nor  what  we  must 
do  than  oould  the  fathers  who  stepped  upon  the  edge  of  an  illimitable 
and  forest-covered  continent  held  by  a  strange  race  who  might  be 
friends  or  foes.  We  know  we  must  do,  we  must  go  on  for  the  world 
and  for  humanity,  for  our  own  safety  and  prosperity.  Circumstance 
has  thrown  us  on  a  new  and  storm-beaten  shore  with  the  goods  on  our 
backs  and  the  responsibility  upon  us,  and  we  roust  go  and  do. 

Ninety-eight  years  ago  Europe  was  considering  us  as  we  now  consider 
Europe.  Of  course  the  situation  was  on  a  small  scale  as  compared 
with  the  present,  but  areas,  populations  and  capital  then  were  small 
as  compared  with  now.  We  owed  Europe  $32,000,000  and  had  no 
way  to  pi^  it.  Balances  of  trade  were  hopelessly  against  us.  Not 
only  our  national  and  state  bonds,  but  our  real  estate  mortgages 
and  even  sheriff's  warrants  were  held  abroad  to  secure  our  indebted- 
ness to  the  banks,  merchants  and  exporters  of  England  and  France. 

In  1821  the  Ways  and  Means  Conmiittee  of  the  House,  in  its  formal 
report,  quoted  approvingly  by  the  then  Secretary  of  the  Treasury 
of  the  United  Sts^tes,  gave  this  brief  dismal  summary  of  the  situation: 

'Tew  examples  have  occurred  of  distress  so  general  and  severe  as 
that  which  has  been  exhibited  in  the  United  States.'* 

All  students  of  the  conditions  of  the  time  seemed  to  agree  that  the 
nation  was  poorer  in  1820  than  it  had  been  in  1700,  thirty  years 
before.  Explanations  of  the  causes  of  disaster  also  accorded  substan- 
tially. We  had  been  doing  then  voluntarily  what  Europe  has  been 
forced  to  do.    We  had  bought  more  than  we  sold.    After  we  had  made 
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peace  with  Great  Britain  in  1814  the  internal  wars  of  Europe  con- 
tinued. Prices  soared.  Everything  we  were  making  could  be  sold 
abroad  and  at  great  profits.  A  brief  period  of  frantic  extravagance 
resulted.  Gentlemen,  the  reports  and  comments  of  that  time,  nearly  a 
century  ago,  read  almost  like  a  history  of  the  last  two  years.  There 
was  this  difference:  The  American  people  of  then  developed  a  madness 
for  buying  foreign  and  expensive  goods.  Our'  imports  of  sugar,  mo- 
lasses, rum  and  coffee  were  enormous  for  the  population.  Then  came 
peace  in  Europe,  increased  production  there  and  decreased  demand  for 
our  products.  I  shall  dwell  on  this  a  little  because  we  may,  in  a 
measure,  judge  of  prospects  in  Europe  and  of  our  own  outlook  from 
developments  of  that  former  period  of  trial  and  distress.  Our  national 
income  in  1817  was  $24,000,000.  In  1818  it  rose  to  $26,000,000.  In 
1819  it  dropped  to  $21,000,000;  in  1820  to  $20,000,000.  There  was 
a  deficit  of  $6,000,000  for  the  ordinary  expenses  of  the  government 
On  January  1,  1821,  the  actual  money  in  the  Treasury  was  $476^1. 
"Prom  which,"  said  the  Secretary  of  the  Treasury  to  the  Ways  and 
Means  Conunittee,  "must  be  deducted  the  amount  of  the  deposits  in 
the  Bank  of  Vinoennes,  which  it  cannot  pay,  $214,808."  That  was  a 
brief  blunt  statement  of  an  unpleasant  fact — ^half  the  cash  assets  of 
the  United  States  Government  in  a  broken  bank.  Certainly  the  states- 
men and  financiers  of  that  moment  had  not  a  cheerful  situation.  The 
estimated  income  for  1821  was  $16,000,000.  With  a  population  id  nine 
and  three-quarter  millions  and  wealth  of  three  and  a  half  billion  dollars, 
the  United  States  gave  little  promise  of  becoming,  before  a  century 
should  pass,  the  Atlas  able  to  bear  on  its  shoulders  the  wei^t  of  the 
world.  Yet  we  have  attained  to  that  statue  and  strength  in  less 
than  100  years,  in  which  time  we  have  fought  three  foreign  wars  and 
a  civil  war.  The  figures,  the  facts  and  the  measurement  of  thne  make 
a  story  almost  inconceivable  and  unbelievable. 

The  public  debt  of  the  United  States  in  1821  was  $9S,000,000,  carrying 
interest  at  6,  6  and  7  per  cent.,  the  most  of  it  the  last  two  figures. 
Reports  to  Congress  said  that  while  the  population  had  increased 
one-third  from  1700  and  crops  were  abundant,  wealth  actually  had  dimin- 
ished. The  currency  in  circulation  had  been  reduced  from  $110,000,000 
to  $45,000,000,  or  about  $4.75  per  capita,  because  there  was  no  business 
to  employ  it.  Congress  debated  at  length  a  proposal  to  forbid  the 
banks  from  issuing  notes  of  less  than  $5  so  that  the  metal  currency 
would  be  forced  into  circulation.  Such  of  it  as  had  not  be^ft  sent 
abroad  was  being  hoarded.  Official  reports  said  that  Europe  had  taken 
to  secure  our  indebtedness  "bank  stock,  public  stock,  book  debts,  notes, 
bonds,  judgments  and  bankruptcies"— everything  that  could  be  utilised 
to  represent  value  or  security.  The  national  debt  per  capita  was 
$9.44.  These  figures  seem  trivial  to  us  now,  with  national  wealth 
estimated  at  250  billion  dollars,  but  they  are  useful  for  comparison. 
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In  nine  years  the  per  capita  debt  of  tlie  United  States  was  reduced 
from  $10  in  1821  to  $3.77  in  1880  and  our  debt  to  Europe  had  been 
wiped  out.  The  young  giant  Republic  had  begun  to  feel  and  use  and 
know  its  power. 

Gentlemen,  if  we  could  pay  Europe  then  and  clear  up  our  debts 
Europe  can  pay  what  she  now  owes  us.  In  the  twenty  years  between 
1820  and  1840  we  reduced  our  national  debt  from  $10  per  capita  to 
21  cents  per  capita — ^the  lowest  of  our  history  as  a  people.  Yet  we 
haTe  pessimists  who  tell  us  we  will  not  be  able  to  pay  our  present 
debt  in  a  century.  What  the  people  of  ninety-eight,  ninety  and  eighty- 
flye  years  ago  did,  with  the  comparatively  crude  and  scanty  means  at 
their  disposal  we  can  far  more  than  do  now,  although  our  debt  is  vastly 
more  per  capita  than  theirs  was.  We  have  a  banking  and  currency 
system  apparently  as  near  perfect  as  human  thought  can  devise.  The 
Americans  of  the  early  part  of  the  last  century  were  feeling  their 
way  with  experiments,  many  of  which  proved  disastrous,  working 
with  financial  and  economic  machinery  which  rarely  worked  well  and 
frequently  broke  down.  The  land  was  bewildered  and  frightened  with 
croaking  voices  of  evil  prophecy  and  discordant  howls  of  revolution, 
disorder  and  ruin.  In  the  larger  American  cities,  according  to  the 
intimate  chronicles  of  the  times,  the  misery  was  like  that  which  has 
prevailed  in  recent  months  in  some  of  the  European  cities — ^multitudes 
of  idle  men  depending  on  charity  for  food  and  ripe  for  mischief  and 
plenty  of  busy  agitators  and  mischief-makers  to  urge  them  on  to 
destroy  and  ravage. 

Gentlemen,  there  were  Americans  then  who  never  lost  their  heads 
or  their  faith.  There  were  men  of  affairs  who  kept  steady  eyes  through 
the  driving  mists  and  howling  storms  on  the  future  and  the  facts. 
There  were  masses  of  the  people,  scattered  as  the  people  were  and 
isolated  as  many  of  them  were,  who  kept  manfully  to  their  labor, 
each  man  doing  his  own  part  as  best  he  could,  who  thought  soberly 
and  bent  their  minds  to  construction  rather  than  to  destruction.  Ex- 
ports of  wheat  and  com  had  fallen  almost  to  nothing.  The  farmers 
of  the  South  went  to  the  rescue  with  cotton.  They  furnished  prac- 
tically one-half  our  total  exports  in  that  trying  year  of  1821-22.  They 
increased  their  production  of  the  one  thing  we  had  that  Europe  was 
compelled  to  buy  of  us,  aided  tremendously  by  the  cotton  gin,  just 
then  being  accepted  for  general  use.  While  mobs  shrieked  about  the 
streets  and  demagogues  beset  the  public  ear  with  vague  demands  for 
vengeance  and  upheaval  the  farmers  of  New  York  and  other  Eastern 
States  were  working  plans  to  increase  their  output  of  flax  and  wool 
that  we  might  have  more  to  sell,  and  business  men  and  real  statesmen 
with  foresight  calmly  but  energetically  pushed  forward  the  Erie 
Canal,  the  building  of  steamboats  to  develop  water  traffic  and  the 
establishment  of  manufactures  to  decrease  the  drain  in  our  resources. 
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We  have  Amerioans  of  those  same  kmcU  and  caUbiw  and  impuliei 
and  purposes.  We  have  hetter  took  with  which  to  woric  In  the 
eighteen-twentiee  we  were  a  feeble  folk,  regarded  as  more  or  less  of  an 
ansubetantial  freak  of  a  nation  and  in  some  respects  appearing  to 
deserre  the  estimation.  We  are  not  Chinese  or  ancestor  worshippers 
and  mi|7  as  well  frankly  face  the  fact  that  there  were  jnst  as  many 
fools,  quacks  and  chronic  soreheads  in  proportion  to  population  as  we 
ha^e  now.  If  these  could  be  eliminated  there  really  would  be  little 
opportunity  for  the  actually  great,  strong  and  dear-thinking  men  and 
little  credit  for  them. 

The  sound  men  of  the  twenties — the  sound  men  of  all  elssawt — woa 
against  them  and  over  them  and  deserve  all  the  more  honor  and 
reverence  because  of  their  victory  over  the  inevitable  human  obstacles 
and  nuisances. 

80  will  the  sound  and  real  man,  the  balanced  and  lOO-pw-eeat- 
American  business  man,  thinker  and  voter,  win  now.  We  are  a  strong 
folk — the  strongest  of  alL  Nobody  considers  us  with  eentempt  or 
tolerance  or  viewn  us  duMously  as  a  freak  institution.  We  are  estab- 
lished. Hie  eyes  of  the  nations  turn  to  us  for  goidaaoe  and  their 
hands  are  held  out  to  us  for  aid.  We  owe  twenly-ftve  times  as  mnch 
per  capita  as  the  people  of  the  twenties  in  this  country  in  the  last 
century  owed,  but  we  are  a  thousand  times  stronger  than  they  were 
in  equipment,  in  standing,  in  credit  and  power. 

Our  own  task  for  ourselipss  is  simple.  If  we  chose  to  adopt  siksrt- 
sighted  and  craven  policies  we  could  extinguish  o«r  e^im  knge  ast 
debt  comparatively  quickly  and,  I  may  say,  easily.  But  no  really 
broad-minded  and  forward-looking  business  man  devours  his  debtors; 
that  is  a  crime  against  commercial  ethics,  mayims  and  principles  as 
serious  and  destructive  as  defrauding  creditors.  As  a  matter  of  wise 
management,  of  self^rotection  and  provision  for  the  future  we  nuist 
take  on  our  mighty  shoulders  so  much  of  the  world's  burden  as  may 
be  necessary  for  us  to  carry.  As  no  man  can  continue  to  thrive 
in  a  community  of  paupers,  so  no  country  or  people  can  continue  to 
prosper  and  grow  in  a  ruined  world.  We  are  the  biggest  thi^g  in  the 
world  and  we  owe  the  biggest  duty  and  must  brace  ourselves  to  do  the 
biggest  part  in  the  work  of  restoration,  of  the  re-establishment  of  con- 
fidence and  hope  and  in  the  renewal  of  prosperity  and  activity. 

This  is  no  new  thou^t  for  me.  It  is  no  new  thought  for  you.  I  am 
quite  sure  I  am  but  putting  into  words,  after  a  fashion,  the  ideas 
and  oondusions  you  men  have  in  your  minds.  Excuse  me  for  saying 
that  three  years  ago  at  Kansas  City,  when  I  last  had  the  honor  of 
addressing  you,  I  undertook  to  outline  and  forecast  just  the  situation 
we  have  now.  Because  I  said  there  and  then  precisely  viiiat  I  wish 
to  say  here  and  what  is  verified  1  take  the  liberty  of  quoting  two 
paragraphs  of  my  statement  to  you  at  that  time: 
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"We  have  been  born  into  the  world  almost  in  a  moment,  full  grown 
— I  hope  and  believe  with  teeth.  We  are  not  onlj  a  world  power. 
We  are  the  world  power.  While  nearly  every  other  country  has  been 
depleted  we  have  been  augmented.  *  *  *  No  nation  in  the  worUL'a 
history  has  had  the  opportunity  this  country  of  ours  will  have  at 
the  ending  of  the  European  war  for  lelf-building  and  for  raiting  to 
their  feet  a  sad  proceesion  of  exhausted  nations." 

Europe  owes  us  now  as  we  owed  Europe  ninety-eight  years  ago. 
Europe's  debt  to  us  is  less  in  proportion  than  ours  was  to  Eun^. 
The  cases  and  oonditions  are  not  parallel  throu^^out. 

This  was  a  new  country,  with  new  resources  and  sources  of  wealth 
constantly  developing,  a  fast-growing  population  and  a  boundless  ter- 
ritory to  be  developed,  but  by  usual  commercial  rules  we  were  more 
insolvent  than  Europe  is  today. 

We  have  endured  subsequent  financial  and  industrial  disturbances 
and  periods  of  distress  and  consequent  disorder.  Authority  so  respect- 
able and  persuasive  as  James  G.  Blaine  contended  that  tiie  great 
panic  of  1837  was  due  to  some  of  the  same  causes  that  brought  the 
crisis  of  1821;  that  again  a  period  of  war  in  Europe  had  given 
us  great  prosperity,  and  peace  there  made  a  sudden  check  to  our 
foreign  oonmierce,  resulting  in  the  crash.  Opinions  of  very  eminent 
men  on  the  subject  differ,  however.  Political  economists  have  been 
disputing  for  eighty-odd  years  over  the  whereabouts  of  the  fault  for 
the  disaster.  Some  praetical  thinkers  believe  that  the  panic  of  1887, 
like  the  panics  of  1867,  1878  and  1907,  were  natural  reactions  from 
times  of  vast  activities,  swift  development  and  overorowdiag  of  business 
on  financial  systems  intrinsically  weak  and  defective.  These  eay  that 
the  apparent  direct  causes  were  merely  provoeathNM — Incidents — 
like  the  finger  push  on  a  boulder  resting  insecurely  and  balanced  on  a 
thin  edge.  In  none  of  these,  however,  was  the  element  of  heavy 
and  increasing  balance  of  trade  against  us  and  heavy  indebtedness 
abroad  which  in  1821  made  our  situation  so  vividly  resemble  that  of 
Europe  now.  We  ha/ve  public  men  who  more  than  Inroadly  hint  that  a 
panic  now  would  be  the  quickest  and  surest  cure  of  our  maladies 
and  solution  of  our  difficulties.  Their  theory  is  that  a  convulsion 
something  like  that  which  frees  an  overloaded  stomach  would  bring 
us  to  normal  functioning  of  our  commercial,  financial,  social  and 
political  systems,  the  four  being  parts  of  the  one  body.  There  have 
been  cynical  philosophers  who  contended  that  war,  pestilence  and  fam- 
ine were  nature's  remedies  against  the  overloading  of  the  earth  with 
humanity  and  the  overdevelopment  of  human  capacities  and  energies. 
That  is  precisely  in  line  with  the  doctor  who  gave  his  patient  some- 
thing to  cause  fits,  explaining  that  he  knew  nothing  about  other 
diseases  but  that  he  was  at  home  with  fits  and  if  he  could  start 
them  would  know  precisely  what  to  do.     War,  pestilence,  famine  and 
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panics  may  have  been  natural  results  of  conditions  of  the  past  and 
may  have  left  the  murvivors  to  enjoy  life,  but  the  intelligence  of  man 
has  outgrown  reliance  on  such  fearful  remedies — is  fa^:  outgrowing 
acceptance  of  them  as  unavoidable.  We  are  getting  away  from  them 
as  we  may  have  gotten  away  from  dependence  on  herb  and  root  J  motors, 
from  treating  typhoid  with  incantations  and  regarding  yellow  fe?er 
as  an  inevitable  part  of  the  summer  in  Southern  ports.  The  doctors 
now  devote  most  of  their  study  and  apply  most  of  their  science  to 
preventive  treatment. 

No  business  man  of  today  regards  a  convulsion  as  the  essential 
preliminary  to  health,  or  ruin  as  necessary  for  recovery.  Every  alert 
and  sagacious  American  business  man  is  giving  his  attention  to  cbedc- 
ing  disease,  to  preventing  its  development,  to  stimulating  and  directing 
the  natural  vitality  and  strength  of  our  country  to  throw  off  the 
germs,  to  heal  the  tissue  where  it  is  infected,  to  regain  full  health 
and  vigor. 

The  same  forces,  elements,  quantities  and  powers  that  have  fitted 
this  coimtry  to  be  the  Atlas,  the  mighty  burden  bearer,  for  the  world 
will  keep  it  fit  and  enable  it  to  perform  triumphantly  the  most  stu- 
pendous and  magnificent  and  magnificently  honorable  task  ever  pot 
upon  a  people.  We  have  among  us  the  steady,  foreseeing  eyes^  the 
dauntless  hearts,  the  clear  vision,  the  energy  undismayed,  the 
ambitions  and  aspirations  scorning  opposing  circumstances  and  tramp- 
ling obstacles,  the  invincible  common  sense  and  the  quiet  patriotism 
that  is  part  of  the  marrow  of  the  bones  and  the  core  of  the  heart 
among  the  great  unheaving  but  resistless  masses  of  the  people.  These 
have  brought  us  from  weakness  to  uni^^cedented  greatness.  Th^y 
have  led  us  and  impelled  us  through  every  test  and  trial  and  danger 
that  could  beset  a  nation.  If  any  of  us  ever  were  inclined  to  fesr 
decadence  or  to  doubt  the  future,  surely  the  crowding  swiftly  suoceedtng 
events  of  the  thirty  months  since  April,  1917,  have  given  us  full 
assurance.  We  were  asked  to  do  what  no  nation  or  government  ever 
had  been  asked  to  do.  We  did  it.  We  are  asked  now  to  do  what  no 
nation  or  government  ever  has  been  called  upon  to  do.  Gentlemen, 
we  will  do  it. 

Probably  we  will  do  it  with  ease  and  swiftness  that  will  astonish 
our  most  enthusiastic  optimists.  In  1821  some  of  the  clearest  mindi 
at  Washington  could  see  no  light  ahead.  Secretary  of  the  Treasury 
Crawford's  reports  were  saturated  with  gloom,  and  he  combined  the 
qualities  of  statesman  and  politician,  and,  although  forgotten  now, 
narrowly  missed  the  presidency.  Yet  in  1822  the  clouds  were  lifting; 
by  1825  the  country  was  in  the  broad  light  of  prosperity  and  by 
18.30  the  weijcrht  of  debt  was  trivial  and  our  obligations  to  Europe 
had  been  cancelled. 

I  hesitate,  gentlemen,  to  talk  shop  to  you  or  to  burdeB  joa  wUh 
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figures  at  this  time,  but  I  know  of  no  other  way  by  which  it  is  possible 
for  me  to  express  to  you  so  vividly  your  splendid  accomplishments, 
and  I  might  also  add  the  magnificent  growth  and  achievements  of  our 
national  banking  system  in  a  period,  the  most  critical  and  important 
in  the  history  of  our  race.  Without  the  prompt,  the  resourceful  and 
self-sacrificing  aid  which  was  given  by  the  bankers  of  this  country 
from  that  fateful  day  in  April,  1917,  when  we  declared  war,  until  after 
the  signing  of  the  armistice  on  November  11  last,  our  victory  would 
have  been  impossible. 

In  the  summer  of  1914  at  the  time  of  the  outbreak  of  the  European 
war,  the  total  banking  power  of  the  United  States,  including  capital, 
surplus,  profits,  deposits  and  circulation  of  all  the  national  banks, 
state  banks  and  trust  companies  of  the  country  was  less  than  twenty- 
five  billion  dollars,  and  the  total  money  of  all  kinds,  including  gold 
and  silver  coin  and  certificates,  legal  tender  notes,  national  bank  notes 
and  subsidiary  currency  in  all  of  our  26,765  reporting  banks,  was  only 
$1,639,000,000,  of  which  the  national  banks  held  $1,023,000,000  and 
the  state  banks  and  trust  companies  about  $616,000,000.  At  that  time 
we  owed  to  the  European  countries  on  demand  and  short-term  credits 
and  bank  balances  nearly  four  hundred  million  dollars,  and  the 
American  securities  held  abroad,  which  the  European  countries  were 
frantically  endeavoring  to  sell  back  to  us,  amounted,  it  is  estimated,  to 
four  or  four  and  one-half  billion  dollars  in  addition.  Suppose  someone 
had  announced  at  that  time  that  before  the  war  could  be  won  it  would 
be  necessary  for  this  country  to  come  in  with  all  its  might  and  to 
provide  after  its  declaration  of  war  the  colossal  sum  of  more  than 
32  billion  dollars  in  the  space  of  about  two  years,  of  which  over 
seven  billion  dollars  must  come  from  taxes  and  twenty-five  billion 
dollars — an  amount  greater  than  the  total  banking  power  of  the  country 
— ^must  be  subscribed  for  Government  bonds  and  certificates.  Such  a 
prediction  and  such  a  task  would  have  been  regarded  as  inconceivable 
and  beyond  belief,  but,  gentlemen,  that  is  precisely  what  our  country 
has  done,  and  in  doing  it  we  have  saved  civilization. 

Although  the  resources  of  our  national  banks  are  somewhat  less 
than  the  resources  of  the  state  banks,  trust  companies  and  savings 
banks  of  the  country,  the  records  show  that  a  majority  of  all  the 
Liberty  bonds  were  placed  through  the  instrumentality  of  your  national 
bankers. 

OfBcial  figures  illustrate  the  growth  and  progress  of  the  national 
banks  in  the  past  five-year  period  from  July,  1914,  to  July,  1919.  On 
June  30,  1914,  the  total  resources  of  all  the  national  banks  were 
$11,482,000,000.  On  June  30,  1919,  their  resources  were  $20,799,000,000, 
an  increase  of  $9,317,000,000. 

The  increase  which  has  taken  place  in  these  past  five  years  has 
been  greater  than  the  increase  for  the  nearly  forty-year  period  from 
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1880  to  the  present.  The  reeords  also  show  that  while  there  has  heem 
an  enormous  merease  in  resources  of  all  banks  of  all  kinds,  the  national 
banks  of  the  country  for  this  period  have  increased  more  rapidly 
than  the  banking  institutions  under  state  saperrision.  The  increase 
in  resources  of  all  national  banks  from  June,  1914,  to  June,  1919, 
was  81.14  per  cent.;  the  increase  in  the  resources  of  the  state  banks, 
savings  banks  and  trust  companies  for  the  same  period  was  about 
69  per  cent.  It  is  also  gratifying  to  me  to  be  able  to  point  to  the 
record  which  shows  that  the  admirably  efficient  work  which  the  na- 
tional banks  of  the  country  have  been  performing  has  not  been  without 
its  reward,  but  that  the  increase  in  the  profits  of  the  national  banks, 
both  groM  and  net,  has  been  unprecedented. 

From  June,  1914,  to  June,  1916,  the  gross  earnings  of  the  national 
banks  of  the  country  were  $527,985,000;  for  the  calendar  year  1918 
your  earnings  were  $856,549,000 — an  increase  of  over  60  per  cent 
in  five  years. 

From  Jime,  1914,  to  June,  1915,  net  earnings  of  all  national 
banks  amounted  to  $127,053,000.  The  following  fiscal  year,  1916^  they 
were  $157,544,000,  the  next  year,  1917,  $194,321,000;  for  the  fiscal 
year  1918,  net  earnings  were  $212,332,000,  and  for  the  calendar  year 
1918  they  were  $223,531,000,  which  is  more  than  20  per  cent,  per 
annum  on  the  total  capital  stock  of  all  the  national  banks. 

These  veturns  have  been  obtained  ooincidently  with  the  lowest  aver- 
age interest  rates  throughout  the  entire  country  that  we  ever  had. 
This  reduction  in  interest  rates  is  due  to  the  admirable  operations 
of  the  Federal  reserve  system  and  to  the  insistence  by  the  Comp- 
troller's Office  that  the  laws  of  the  country  regulating  the  rates 
of  interest  shall  be  observed  by  the  banks,  and  it  has  been  exceedingly 
encouraging  to  me  to  receive  the  assurances  which  have  come  from 
so  many  different  sources  that  the  adherence  of  the  banks  to  the 
legal  rates  of  interest  has  not  only  proved  of  enormous  benefit  to 
the  public  and  the  customers  of  the  banks,  but  that  the  banks 
themselves  are  making  more  money  and  doing  a  larger  and  more 
satisfactory  business  than  they  did  with  interest  rates  regulated  only 
by  what  the  traffic  was  supposed  to  be  able  to  bear,  but  whidi  some- 
times proved  crushing.  It  will  probably  interest  you  to  know  that 
the  records  tell  us  that  the  national  banks  of  the  country  are  today 
manned  by  an  army  of  approximately  100,000  men  and  women  and  that 
the  owners  of  your  banks — your  stockholders,  men  and  women — num- 
ber approximately  500,000  souls,  who  have  entrusted  to  you  the  steward- 
ship of  their  talents.  The  returns  prove  that  you  have  by  no  means 
wrapped  these  talents  in  a  napkin  or  hidden  them  in  the  earth.  The 
average  of  20  per  cent,  per  annum  on  capital  stock  will  vindicate  you 
from  any  such  suggestion. 

It  is  particularly  gratifying  to  me  to  be  able  to  point  to  your  very 
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excelknt  record  In  redneing,  as  you  are  doing  by  wise,  safe  and  honest 
management,  the  number  of  national  bank  failures  to  almost  the  vanish- 
ing point.  From  February,  1914,  to  February,  1018,  there  was  a  total 
of  forty-four  national  banks  which  were  placed  in  the  hands  of  receivers. 
Of  these  banks  ten  were  restored  to  solvency  and  nineteen  additional 
banks  have  paid  depositors  in  full  or  expect  to  do  so,  leaving  but  fifteen 
oi  the  banks  failing  in  those  four  years  from  which  depositors  are 
likely  to  suffer  loss. 

It  is  with  special  pride  that  I  offer  you  my  warm  congratulations 
upon  the  admirable  record  which  you  have  made  in  the  matter  of 
exemption  from  bank  failures  for  the  past  twenty  months,  from  January 
1,  1918,  to  September  1,  1919.  During  this  entire  period  but  two 
small  national  banks  have  failed  and  been  placed  in  receivers'  hands, 
and  one  of  these  has  already  arranged  to  pay  its  depositors  100  cents 
on  the  dollar.  This  means  an  average  of*  one  failure  each  ten  months, 
against  an  average  of  one  failure  in  about  every  twenty  days  in  the 
entire  twenty-five-year  period  preceding  this  administration.  This 
extraordinary  record  covers  the  period  of  the  greatest  trial  the  world 
has  ever  seen,  including  ten  months  of  the  shock  of  war  and  ten 
months  of  the  strain  of  reconstruction,  and  I  ask  you  to  note  the 
deeply  significant  and  eloquent  fact  that  the  records  show  the  average ' 
number  ci  national  bank  receiverships  per  annum  per  thousand  operated 
banks  for  tte  twenty-five  years  prior  to  1914  was  twenty  times,  or 
2,000  per  cent.,  greater  than  the  average  number  of  such  failures  per 
thousand  banks  for  the  critical  period  which  has  elapsed  since  January 
1,  1918. 

Not  only  have  there  been  fewer  national  bank  failures  than  ever 
before  in  the  history  of  the  national  banking  system,  but  the  records 
show  that  of  the  national  banks  which  have  failed  during  this  ad- 
ministration approximately  60  per  cent,  have  been  restored  to  solvency 
or  have  paid  their  depositors  100  cents  on  the  dollar  or  are  expected 
to  do  so,  whereas  in  the  nearly  fifty  years  prior  only  about  35  per 
cent,  of  the  failed  banks  were  restored  to  solvency  or  paid  depositors 
in  full. 

In  the  period  from  January  1,  1914,  to  September  15,  1919,  charters 
have  been  granted  to  984  new  national  banks,  including  420  state 
banks  and  trust  companies  converting  into  or  reorganizing  as  na- 
tional banks.  Of  the  national  banks  which  went  into  liquidation 
during  this  period  365  were  to  enter  the  state  bank  system.  In  the 
same  period  914  national  banks  have  increased  their  capital  and  only 
72  have  reduced  it.  The  total  net  increase  in  capital,  surplus  and 
profits  of  the  national  banks  at  this  time,  as  compared  with  June  30, 
1914,  is  more  than  $300,000,000. 

In  conclusion  let  me  assure  you  again,  gentlemen,  that  what  America 
did  in  1822  she  can  do  now  and  Europe  can  do  now.    As  our  country 
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recovered  from  an  adverfle  trade  balance  and  debto  owed  abroad 
reaching  into  the  most  intimate  internals  of  her  business  life,  she  can 
help  Europe  do,  now  that  the  case  is  rerersed.  We  are  entitled  to  a 
kind  of  jingoism  of  prosper ity»  peace  and  restoration;  we  haye  the 
brains;  we  have  the  balance;  we  have  the  courage  and  nerve  and 
drive  and  faith.  We  have  the  deep  ingrained,  ground-into-the-aonl, 
love  of  country,  Constitution  and  institutions.  We  have  the  wealth; 
we  have  the  inventive  genius  undiminished,  the  patriotism  un- 
tarnished, the  will  to  go  and  the  power  to  do.  Ask  the  Hun.  He 
knows.  Our  young  men  taught  him  in  France  and  Flandors  and 
our  older  men,  our  women  and  the  great  body  of  the  people  showed 
him  here.  He  khows.  We  know,  and  our  confidence  that  we  can 
do  whatever  we  may  be  given  to  do  can  not  be  shaken  nor  be  made 
to  falter. 

With  the  guidance  and  favor  of  the  Almighty  the  honest  and  faith- 
ful American  banker  and  business  man  has  been  the  directing  power 
of  the  nation.  He  has  been  the  unbreakable  rear  guard  in  times  of 
disaster  and  retrogression,  the  eager  and  trusty  leader  of  the  van- 
guard in  advance  and  progpression.  In  those  olden  times  to  which  I  have 
referred,  in  the  wildest  days  of  wildcat  banking  and  business  methods, 
there  were  conservative,  substantial  banks  and  institutions  wfai^ 
amid  all  the  turmoil  and  peril  stood  like  rocks.  That  histcNry  and 
tradition  are  yours.  You  inherit  them.  They  are  written  indelibly 
and  no  shrieks  against  capitalism,  no  shrill  howling  against  bankers 
and  enterprise,  can  blot  them  out  or  dim  them.  They  stand  to  attest 
how  honorable  your  avocation  is,  the  vital  and  incalculable  serviee  it 
has  done  in  preserving  this  republic  and  making  it  foremost  among 
all  countries  and  the  hope  and  mainstay  of  the  nations. 

It  is  your  lot — and  when  I  say  "your"  I  mean  all  American  bankers 
in  and  out  of  the  national  system— to  lead  now  in  the  huge  work  of 
upholding,  guiding,  restoring.  The  world  is  your  field  of  operatioui. 
The  nations  are  your  clients.  Your  prospects  of  extenaion  are 
illimitable.  Your  opportunity  for  widening  the  regions  of  your  coun- 
try's activities,  for  increasing  its  wealth  and  power  are  boundless.  No 
other  community  of  bankers  ever  has  had  such  work  to  do— aueh 
opportunity  to  use.  Never  before  has  it  been  given  to  any  body  of 
men  with  such  abundant  means  at  their  hands  to  secure  in  peace 
with  energy  and  intellect  the  endless  blessings  conquered  for  humanity 
by  valor  and  skill  in  war  and  to  win  for  their  own  country  not 
only  riches  and  growth,  but,  far  better,  security  and  glory  which 
will  be  everlasting  because  founded  on  world-wide  gratitude  well 
earned.  You  can  do  it.  You  will  do  it.  You  have  given  your  proofs 
as  the  men  at  the  front  gave  theirs.  You  will  no  more  know  how 
te  fail  than  they  did. 
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Mr.  W.  a.  Blair  (Winston-Salem,  N.  C.) :  I  rise,  sir,  to 
move  that  the  National  Bank  Section  of  the  American  Bankers 
Association  extend  to  the  Comptroller  of  the  Currency  its 
hearty  thanks  for  the  very  interesting,  timely  and  inspiring 
address  to  which  we  have  just  listened. 

TJnanimously  carried. 

President  Sands:  We  will  now  have  a  report  of  the  Com- 
mittee on  Secret  Assignment  of  Accounts,  by  Mr.  N.  P.  Gatling. 


COMMITTEE  ON  SECRET  ASSIGNMENT  OP 
ACCOUNTS 

N.  P.  Gatling,  Chairman 

Immediately  after  my  appointment  as  Chairman  of  this  Ck>mmittee, 
a  letter  was  framed  covering  the  subject,  which  was  approved  by  each 
member  of  the  committee  as  well  as  by  Judge  Thomas  B.  Paton, 
Greneral  Counsel  of  the  American  Bankers  Association.  Over  four 
thousand  of  these  letters  were  sent  out  to  a  restricted  list  of  national 
and  state  bankers,  and  about  two  hundred  replies  were  received,  00 
per  cent,  of  which  expressed  hearty  approval  of  the  efforts  being 
made  by  this  Section  to  discourage  business  transactions  with  such 
institutions  as  made  a  practice  of  the  secret  assignment  of  their  ac- 
counts. 

About  10  per  cent,  of  the  replies  received  were  from  bankers  who 
took  the  position  that  some  of  their  best  customers  were  among  the 
type  of  commercial  bankers  which  the  committee  sought  to  discourage, 
and  there  were  also  a  niunber  of  replies  received,  criticizing  the 
American  Bankers  Association  for  frowning  upon  this  character  of 
business  and  yet  encouraging  in  every  possible  way  the  business  of 
trade  acceptances,  claiming  from  the  standpoint  of  the  writer  that 
there  appeared  to  be  little  difference. 

After  the  receipt  of  the  replies  to  our  conmiunications  a  meeting 
was  arranged,  composed  of  our  Secretary,  Mr.  Hyde,  Judge  Paton, 
and  Mr.  J.  H.  Tregoe,  president  of  the  Association  of  Credit  Men, 
and  we  discussed  the  situation,  endeavoring  to  decide  upon  what 
line  to  continue  our  work.  The  gentlemen  mentioned  are  not  mem- 
bers of  the  committee  but  are  so  intimately  associated  with  the  work 
in  hand  that  it  was  felt  an  exchange  of  views  with  them  would 
be  very  helpfuL 

As  a  result  of  this  conference  it  was  decided  that  Judge  Patoa 
would  draw  up  a  letter,  which  would  form  a  reply  to  the  10  per  cent. 
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of  the  diagrimtled  element  above  referred  to,  and  also  to  be  nted 
as  the  next  form  of  communication  to  bankers  on  the  subject. 

The  deeper  this  proposition  is  analyzed,  the  more  difficult  appears 
the  possibility  of  doing  effective  work,  for  the  reason  it  se^ns  tliat 
some  of  the  most  influential  bankers  in  the  American  Bankers  Asso- 
ciation are  cultivating  the  very  class  of  business  which  tiiis  Assooiatm 
is  attacking,  and  information  comes  to  our  committee  that  in  our 
large  cities.  New  York,  Philadelphia  and  Baltimore,  a  number  of  the 
important  banks  are  unwilling  to  come  out  in  the  open  against 
the  practice  which  this  committee  is  endeavoring  to  suppress. 

The  committee  has  endeavored  to  secure  the  approval  of  our  course 
in  this  work  of  the  Comptroller  of  the  Currency,  but  he  has  not  replied 
to  our  letter  on  the  subject,  and  although  your  Chairman  recently 
saw  him  personally  and  reminded  him  of  the  letter  hs  expressed 
surprise  that  no  reply  had  been  received  and  the  impression  is  given 
your  Chairman  that  he,  too,  is  side-stepping  the  subject. 

Your  committee  is  of  the  c^inion  that  the  matter  should  be  brought 
up  direct  to  the  Federal  Reserve  Board,  and  we  hope  that  at  this 
conference  a  plan  will  be  adopted  by  which  the  subject  may  be  pre- 
sented to  that  body  through  some  influential  method. 

The  work  of  the  committee  has  been  such  that  your  Chairman 
has  been  able  to  transact  the  necessary  business  without  requiring 
the  personal  presence  of  the  other  members  of  the  committee,  eadi 
of  whom,  however,  has  been  kept  advised  of  the  work  in  hand  and  has 
expressed  his  acquiescence  in  all  that  has  been  attempted. 

The  foregoing  report  was  made  to  the  Executive  Committee  at  the 
meeting  in  May,  and  to  which  we  now  add  as  follows: 

As  Chairman  of  your  Committee  on  the  Secret  Assignment  of 
Accounts,  I  can  add  little  to  the  report  made  to  this  committee  at 
White  Sulphur  Springs  on  May  16th  last. 

As  indicated  in  that  report  the  national  banks  of  the  country  have 
been  advised  of  the  effort  of  this  committee  to  bring  about  a  co- 
operation between  all  of  our  national  banks  in  dealing  with  the  subject 
under  discussion.  Letters  have  been  received  from  hundreds  of  national 
banks  throughout  the  country  indicating  cheerful  co-operation,  hot 
practically  all  of  such  replies  are  from  institutions  which  are  never 
called  upon,  or  never  will  be  perhaps,  to  participate  in  the  objectionable 
character  of  banking  which  we  are  dealing  with. 

On  tlie  other  hand  communications  have  been  received  from  some 
of  the  banks  who  have  encouraged  this  class  of  business  and  are 
still  encouraging  it,  and  their  attitude  on  the  subject  appears  to  bt 
such,  that  your  committee  sees  no  reason  to  hope  that  they  can  bs 
persuaded  to  give  up  the  practice  under  criticism. 

In  the  judgment  of  your  committee  a  number  of  national  banks  of 
Baltimore   are   either   lending   money   direct   to   customers   upon   the 
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secret  assignment  of  accounts,  or  else  they  are  discontinuing  the  paper 
and  in  other  ways  lending  their  credit  facilities  to  the  commercial 
companies  who  hold  the  secret  assigned  accounts  as  sub-collateral.  We 
think  too,  that  a  number  of  our  large  national  banks  in  Philadelphia 
and  New  York  have  substantial  depositors  whose  business  they  fear 
to  lose  and  would  probaUy  have  to  give  up  if  they  joined  in  the 
efforts  of  the  National  Bank  Section  to  abolish  the  practice  of  the 
secret  assignment  of  accounts. 

Your  committee  has  £^yen  the  matter  much  thought  and  cannot 
escape  the  conclusion  that  the  only  ^Feotive  recourse  whidi  we  can 
employ  in  combating  the  evil  referred  to,  is  to  gain  the  co-operation  of 
the  Federal  Reserve  Board,  the  Comptroller  of  the  Currency,  or  both. 
The  manner  of  presenting  this  matter  to  the  Federal  Beserve  Board 
or  the  Comptroller  of  the  Currency  is  a  subject  for  the  discussion 
of  the  Executive  Committee  of  the  National  Bank  Section,  and  it 
appears  to  your  committee  that  now  with  the  headquarters  of  the 
Secti<Mi  located  in  Washington,  we  should  be  able  to  present  the  matter 
in  a  convincing  and  definite  manner  to  the  Federal  authorities,  and 
secure  their  co-operation  or  else  ascertain  whether  or  not  the  subject 
is  one  whidi  they  feel  justified  in  supporting. 

I  desire  to  offer  in  connection  with  these  reports  the  following 
resolution: 

'*Wkerem$,  The  practice  of  assigning  accounts  by  merchants  and 
manufacturers  to  corporations  as  a  basis  for  loans  without  notice 
is  becoming  quite  a  general  practice;  and 

"Whereas,  The  commercial  banks  believe  that  this  practice  is  a 
dangerous  one  and  seriously  affects  the  integrity  of  commercial  paper; 
therefore  be  it 

"Resolved,  That  the  Executive  Committee  of  the  National  Bank  Sec- 
tion is  herein  requested  to  take  this  subject  up  with  the  Comptroller 
of  the  Currency  and  the  Federal  Reserve  Board  with  a  view  of  securing 
ttkeir  assistanos  in  preventing  as  far  as  possible  the  continuance  of 
this  method  of  procuring  credit." 

(The  report  of  the  Committee  was  ordered  received  and  filed.) 

Pbbsidsnt  Sands:  This  resolution  relates  to  the  assigning 
of  acconnts  receivable  by  secret  transfers^  and  we  recommend  to 
our  members  that  they  refuse  to  grant  credit  to  concerns  that 
engage  in  such  practices.  Gentlemen^  shall  the  resolution  be 
referred  to  the  Besolutions  Conmiittee? 

Mr.  Waldo  Nswoomer:  I  donH  see  how  we  are  going  to 
know  when  a  man  has  made  a  secret  assignment. 

Mr.  Qatliko:    All  the  answers  necessary  to  be  made  are 
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made  by  the  borrower^  and  in  them  he  states  that  he  does  not  sell 
his  accounts  receivable.  Of  course  the  evil  creeps  in  a  short 
while  after  he  has  made  such  a  statement.  Say  on  the  first  of 
July  he  makes  a  sworn  statement  that  he  has  not  sold  his 
accounts  receivable^  but  then  on  the  10th  of  July  has  sold  them. 
Mb.  Newcokeb:  Suppose  that  he  says:  ^T.  do  sell  my 
accounts/'  then  it  is  no  longer  a  secret  assignment 

Pbesident  Sands  :  The  practice  is  one  that  every  good  banker 
should  discourage^  and  it  is  a  matter  that  has  been  given  a  good 
deal  of  attention.  The  very  underlying  basis  of  all  credits  in 
this  country  now  is  commercial  paper.  A  great  many  com- 
paniea  have  been  established  in  this  country  and  advertise  in 
the  papers  urging  merchants  to  assign  accounts,  and  they 
charge  a  very  heavy  rate  of  interest  and  have  invested  a  tre- 
mendous amount  of  money.  One  company  makes  the  bold 
statement  that  they  loaned  thirty  million  dollars  last  year  on 
this  character  of  business.  Now  I  have  no  doubt  that  the  com- 
pany is  solvent  because  commercial  credit  companies  have  the 
surety  companies  guarantee  the  integrity  of  the  merchant  who 
assigns  the  paper  to  them,  and  a  great  many  of  us  have  been 
guilty  of  discounting  their  paper  and  it  would  perhaps  be 
improper  for  us  to  say  that  it  should  not  be  discounted,  but 
I  thought  I  shoidd  bring  to  your  attention  the  facts  in  the  case 
and  ask  your  aid  in  doing  everything  in  your  power  to  improve 
and  keep  clean  the  commercial  paper  of  this  country.  Bankers 
whom  I  know  have  had  losses  on  account  of  customers  having 
assigned  their  accounts,  and  losses  are  sure  to  come  to  us,  because 
we  base  our  credit  on  bills  receivable  and  the  stock  on  hand 
held  by  the  merchant,  and  in  this  way  a  certain  class  of  this 
security  is  destroyed  by  giving  preference.  I  hope  some  means 
will  be  devised  by  which  the  Federal  Eeserve  Board  can 
co-operate  with  us  and  reduce  to  a  minimum  this  character  of 
business.  To  my  mind  this  is  one  of  the  most  vicious  practices 
that  has  sprung  up  in  our  system  and  I  think  it  is  the  duty  of 
every  banker  to  discourage  it. 

Mr.  Newcomer  :  I  don't  think  the  resolution  on  the  face  of 
it  is  practical.     If  the  merchant  tells  you  that  he  is  doing  it 
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there  is  no  longer  a  secret  assignment  and  if  he  tells  you  he  is 
not  doing  it  and  then  does  do  it  later  yon  can  not  find  it  out 
until  it  is  too  late.  Now  about  the  bank  refusing  to  deal  with 
the  conunercial  credit  companies,  if  we  do  not  deal  with  them 
they  will  take  the  business  to  some  other  bank  and  we  would 
lose  the  account  I  am  thoroughly  in  accord  with  the  proposi- 
tion that  it  be  put  up  to  the  Federal  Beserve  Board  and  if 
possible  have  a  law  passed  prohibiting  it,  but  I  don't  think  the 
particular  method  stated  would  be  practicable. 

Pbbsidbnt  Sands  :  Will  you  suggest  a  change,  Mr.  Newcomer  ? 

Mr.  Newcomer:  To  take  it  up  with  the  Federal  Reserre 
Board  and  have  a  law  passed  prohibiting  it. 

Pebsidbnt  Sands:  I  ask  unanimous  consent  of  this  body  to 
refer  this  report  to  the  Besolutions  Committee.  If  there  are  n% 
objections  it  will  take  that  course. 

Mr.  Hinsch  :  I  can  speak  freely  on  this  subject  because  it 
has  cost  me  a  good  deal  of  money.  We  had  some  directors  in  a 
class  of  business — I  won't  mention  it  now.  I  spoke  to  the  men 
about  it  and  I  received  some  letters  indicating  that  this  firm  had 
not  settled  for  some  goods,  and  on  investigation  I  was  told  that 
the  goods  were  not  standard  and  that  they  were  going  to  adjust 
the  matter.  That  ran  along  for  quite  a  while  and  finally  this 
man  died  very  suddenly,  and  it  developed  that  he  got  into  the 
hands  of  one  of  these  companies.  He  borrowed  something  like 
$80,000  from  them  and  they  squeezed  him  to  death  commercially 
and  he  committed  suicide.  He  was  my  personal  friend  and  I 
would  have  believed  him  and  still  he  fell  into  the  hands  of  these 
men  and  he  fooled  them,  because  it  was  found  that  the  accounts 
he  had  assigned  to  them  were  absolutely  worthless. 

President  Sands  :  Are  there  any  other  remarks  ?  If  not,  we 
will  have  the  report  of  the  Committee  on  State  Taxation  •f 
National  Banks.    Mr.  J.  Elwood  Cox,  Chairman. 
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REPORT  OF  COMMITTEE  ON  STATE  TAXATION  OP 
NATIONAL  BANKS 

J.  Elwood  Cox,  Chairman 

The  longer  your  apeoial  Ck>mmittee  on  State  Tazatkm  <ii  National 
Banks  studies  the  subject  the  more  it  is  impressed  with  the  inqKxrt- 
ance  thereof.  States  are  jealous  of  their  rights  as  commonwealths; 
the  Federal  authorities  feel  it  incumbent  on  them  to  maintain  the 
supremacy  of  ^e  nation  over  its  units.  Tb  reconeile  differeaees  and 
faring  about  a  state  ci  affairs  whieh  will  insure  justiee  ta  all  wiH 
require  time,  labor,  patience  and  mutual  eondliation. 

1%  is  assumed  that  every  class  of  business,  including  banking,  is 
willing  to  bear  its  share  of  the  public  burden.  In  some  of  the  states 
bank  stock  is  looked  upon  by  local  assessors  and  by  the  Hgislators  as 
"good  pidring,"  and  statutes  deal  heavily  with  the  owners  of  the 
property,  while  in  other  states  the  bankers  are  satisAad  that  the 
taxes  they  pay  are  not  disproporticmate  or  excessive.  Wliere  bankers 
and  holders  of  bank  shares  are  hy  law  forced  to  pay  more  than  their 
proportion  of  taxes  the  revolt  seeks  to  carry  legislation  to  the  other 
extreme,  and  individual  bankers  and  associations  of  owners  of  bank 
shares  endeavor  to  determine  a  basis  of  taxation  which  win  not  atone 
relieve  them  of  the  present  exeess  but  will  give  them  advantages  wfaidi 
will  partially  compensate  for  undue  and  unwarranted  payments  here- 
tofore. There  is  danger  that  radical  demands  for  relief  on  the  part 
of  bankers  will  defeat  their  worthy  purpose.  Banks  ever  have  been 
regarded  by  tax  assessors  as  legitimate  objects  of  assault  and  if 
bank  share  owners  in  their  efforts  to  escape  injnstioe  throui^  Fe4snl 
legislation,  proceed  beyond  proper  bounds,  the  state  law  makers  will 
discover  means  to  offset  their  gains  and  even  make  extortionate  exac- 
tions which  will  intensify  instead  of  relieve  the  situation.  Therefore 
it  behooves  national  bankers  to  give  thoughtful  consideration  to  this 
subject,  to  proceed  not  hastily  but  with  care  and  dreamspectioii  and 
always  to  keep  in  view  the  arrival  at  a  perfect  balance  by  whick  bobs 
shall  be  dissatisfied  and  all  will  have  oonsciousness  that  they  are  doing 
their  full  share,  and  no  more,  in  maintaining  government  and  stabilis- 
ing our  national  ideals  and  institutions. 

As  this  committee  reported  to  the  Executive  Ck>mmittee  at  t&e  White 
Sulphur  Springs  meeting,  we  have  carefully  watched  legislation,  both 
state  and  national,  and  nowhere  do  we  find  a  disposition  to  make 
radical  changes  in  existing  statutes  relating  to  taxation  as  affecting 
national  banking  institutions,  and  we  are  confident  that  the  watchful- 
ness of  legislative  committtees  of  both  the  American  Bankers  Associa- 
tion and  of  the  bankers  associations  of  the  several  states  should  be 
in  generous  measure  credited  with  the  defeat  of  "strike"  movements 
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against  tiie  busiaefls  of  banking.  It  always  is  better  to  head  off  hostile 
attadcs  in  their  incipiency  rather  than  to  wait  until  the  moTemeot  has 
gained  dangerous  momentum.  As  said  in  our  nud-year  report:  'la 
states  where  laws  now  in  effect  leTj  upon  banks  unjustlj,  tiie  bankers 
throu|^  associated  effort  sboaU  protest  with  a  vigor  that  will  oompel 
readjustment  on  an  equitable  basis;  not  only  protect  but  take  afflrma- 
tive,  positive  action  in  the  truly  American  way  of  political  activity, 
beginning  with  the  primary  and  continuing  until  the  legislature  has 
adjourned;  opposing  candidates  for  oflOoe  who  are  unenlightened  and 
unqualified  for  the  task  of  law  making,  and  those  who  have  not  given 
proof  of  character  and  ability.  Am  bankers  we  have  ourselves  to 
blame  if  we  permit  the  perpetuation  or  the  continuance  of  abases. 
The  conservatism  attached  to  our  class  of  business  and  our  disinclina- 
tion to  make  our  influence  felt  outside  the  walls  of  our  banking  houses 
are  in  part  responsible  for  the  election  of  law  makers  who  are  not 
fitted  to  meet  the  requirements  of  such  exalted  station. 

^'Waming  should  be  taJusa  of  a  situation  that  has  some  alarming 
phases.  As  one  effect  of  the  Great  War,  extravagance  on  the  part  of 
governing  bodies,  from  Federal  down,  has  run  rife.  It  is  ever  a 
difilcult  thing  to  reduce  expenditures;  the  tendency  to  raid  the  public 
crib  is  proverbial.  To  continue  to  spend  on  a  war  basis  means 
increased  taxation  and  the  drift  will  be  inevitably  along  the  lines  of 
least  resistance.  Other  interests  are  awake  and  are  not  too  proud  to 
fight  for  their  rights.  Bankers  cannot  hold  aloof  from  politics  and 
yet  expect  to  be  treated  with  justice  by  legislators  elected  without 
their  aid.  We  contend  that  to  be  a  politician  to  the  extent  of  active 
participation  in  the  selection  and  election  of  men  of  integrity  and 
ability  to  public  office  is  the  blessed  birthright  of  an  American,  and 
to  do  less  is  to  confess  ourselves  unworthy  our  glorious  heritage." 

We  renew  our  expression  of  opinion  that  the  matter  of  the  state 
taxation  of  national  banks  is  one  that  properly  should  be  assigned  to 
the  State  Vice-Presidents  of  the  Section.  They  could  by  conference  and 
correspondence  arrive  at  a  country-wide  understanding  as  to  what 
constitutes  fair  and  equitable  treatment  of  national  banics,  and  each 
in  his  own  state  urge  upon  the  legislature  the  conclusions  that  had  been 
reached.  All  or  nearly  all  the  state  bankers'  associations  have  legis- 
lative committees. 

The  matter  of  the  taxation  of  bank  shares  is  one  which  affects  all 
classes  of  chartered  banks,  and  the  several  states  of  the  country  are 
governed  largely  in  their  policy  in  respect  to  taxation  by  the  Federal 
statutes  which  fix  the  basis  for  the  taxation  of  the  shares  of  national 
banks  l^  the  states.  It  is  therefore  quite  evident  that  this  important 
question  is  one  in  which  we  can  all  co-operate,  and  for  that  reason  this 
committee  strongly  urges  the  appointment  ol  taxation  committees  in 
each  of  the  sections  of  the  American  Bankers  Association  and  in  each 
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•f  the  state  bankers'  associations;  and  that  these  sommittees  should 
all  coc^erate  to  the  end  of  securing  such  reasonable  amendments 
to  the  Federal  laws  as  will  fix  a  maximum  rate  at  which  money  invested 
in  bank  shares  can  be  taxed. 

The  present  Act  known  as  Section  5219  U.  S.  R.  8.  has  been  so  eon- 
fused  by  the  many  conflicting  United  States  Court  decisions  during 
the  past  fifty  years  that  it  should  be  amended  or  re^naeted  so  as 
to  prevent  the  states  from  taxing  the  shares  of  national  banks  upon 
a  basis  higher  than  other  invested  capital  in  the  state.  This  will 
prevent  discrimination  and  that  is  all  that  the  investors  of  bank 
shares  can  hope  to  secure.  Our  belief  and  experience  is  that  the 
holders  of  bank  shares  are  among  our  most  loyal  citizens  and 
they  do  not  expect  any  discrimination  favorable  to  them;  they  are 
willing  and  anxious  to  pay  their  full  share  of  local,  state  and  naticmal 
taxation  and  should  not  be  asked  to  pay  more. 

On  careful  analysis  the  investment  in  bank  shares  is  no  more  profit- 
aUe  than  that  in  any  other  corporation  and  when  the  double  liability 
is  eonsidered  and  the  fact  that  banks  enjoy  no  special  privilege,  all 
eitixens  being  privileged  to  organize  banks,  there  is  no  reason  why 
there  should  be  any  discrimination  against  the  shares  of  banks. 

The  banks  themselves  are  in  no  small  degree  responsible  for  the 
fact  that  they  are  discriminated  against  in  taxation.  There  is  too 
much  unrestrained,  intemperate  advertising  of  the  kind  calculated  to 
cause  the  public  to  feel  that  banks  possess  a  sinecure  and  are  pros- 
perous beyond  the  bounds  of  fairness  or  public  safety.  Statements 
are  often  published  showing  a  large  percentage  of  capital  stock  issued 
to  shareholders  from  earnings  and  not  infrequently  there  are  published 
statements  showing  large  percentage  earned  on  capital  stock,  without 
making  any  reference  to  surplus  and  undivided  profits,  the  true  source 
of  the  earnings,  accumulated  by  denying  shareholders  reasonable  divi- 
dends, and  during  a  long  period  of  years,  extending  back  into  the 
days  when  the  possibilities  to  earn  profits  cannot  be  compared  with 
present  opportunities  curtailed  by  legislation,  keen  competition,  and 
economic  conditions  far  different.  If  bankers  would  tell  the  whole 
truth  when  they  make  such  boastful  statements,  they  would  shield 
the  publie  from  the  error  of  false  opinion,  and  establish  themselves 
on  a  more  ethical  and  practical  basis  of  relations  with  the  public 
and  competitors. 

The  national  banks  of  this  country  earn  approximately  8  per  cent 
on  the  true  value  of  their  shares.  Accordingly  a  bank  with  shares 
worth  $200,000  and  deposits  of  $1,000,000  earns  about  $16,000  per 
annum  net.  If  the  management  of  the  bank  is  charged  by  its  share- 
holders interest  on  the  value  of  the  shares  at  the  current  rate  charged 
by  the  bank,  say  6  per  cent.,  it  is  patent  that  the  shareholders  con- 
tribute $12,000  to  the  earnings  by  virtue  of  their  investment,  which 
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leaves  $4,000  earnings  only  produced  by  $1,000«000  of  deposits.  If 
the  bankers  themselves  appreciate  these  facts,  and  would  give  them 
to  the  public,  public  opinion,  which  always  wants  to  be  fair,  would  be 
▼ery  different. 

Reports  have  been  made  to  your  committee  from  many  states  of 
the  Union  relative  to  acts  of  the  legislatures  during  1018-10,  as  affect- 
ing banks,  and  we  have  had  the  benefit  of  the  information  afforded 
by  Judge  Paten's  summaries  of  legislation  to  the  American  Bankers 
Association,  additional  to  the  questionnaire  that  was  sent  by  this 
committee  earlier  in  the  year  to  the  secretaries  of  state  bankers'  asso- 
ciations. These  sources  of  information  produce  proofs  that  very  little 
legislation  directly  affecting  national  banks  was  attempted  during  the 
year  just  ended.  It  was  shown  that  in  a  majority  of  the  states 
national  and  state  banks  were  taxed  alike.  In  some  states  the 
state  chartered  institutions  pay  a  license  for  the  authority  and  privi- 
lege of  transacting  business.  In  several  states  the  legislatures  were 
not  in  session  this  year.  A  few  of  the  states  have  by  law  decreed 
that  shares  of  bank  stock  shall  be  taxed  the  same  as  other  like 
property  is  taxed,  and  from  these  states  the  assurance  comes  that 
bankers  are  making  no  complaint. 

It  is  anticipated  that  the  report  of  Mr.  Waldo  Newcomer,  Chairman 
of  the  Committee  on  Legislation  of  the  American  Bankers  Association, 
will  give  a  comprehensive  review  of  the  work  of  Congress  and  the 
state  legislatures  pertaining  to  th  ebanking  business  during  the  past 
association  year,  including  measures  directly  affecting  national  bsjiks. 
In  his  summary  of  legislation  Judge  Paton  directs  attention  to  various 
legislative  measures  of  interest  to  members  of  the  national  bank  sys- 
tem. In  Idaho  Senate  bill  No.  63  amends  the  law  as  to  the  assessment 
of  bank  stock  by  providing  that  the  assessment  shall  be  in  the  same 
manner  and  upon  the  same  bssis  of  actual  value  and  uniformity  with 
all  other  property  assessed  in  the  county  in  which  such  shares  of 
capital  stock  are  assessed.  Senate  bill  No.  10  reorganized  the  state 
bulking  department.  In  Indiana  an  important  tax  law  was  one  of 
the  prominent  pieces  of  legislation  enacted  by  this  year's  assembly. 
In  Iowa  a  bill  was  passed  permitting  banks  to  deduct  the  amount  of 
government  securities  held  for  60  days  prior  to  January  1  fr<mi  the 
assessed  valuation  of  stock  of  the  bank.  In  Kansas  Senate  bill  No. 
26  concerns  assessment  and  taxation;  provides  for  the  assessment  of 
the  shares  in  national,  state  and  other  banlu  and  also  in  loan  and  trust 
companies  organised  under  the  laws  of  Kansas  or  the  United  States, 
to  individual  shareholders  at  the  place  where  the  bank  is  located. 
Under  this  law  bank  shares  will  be  assessed  on  their  book  value.  In 
Maine  House  bill  No.  451  amends  the  law  exempting  certain  public 
bonds  from  taxation  by  including  the  notes  and  other  obligations  of 
light  and  power  districts  and  also  including  "notes  and  other  obliga- 
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tions"  80  well  as  bonds  of  oountiee,  municipalities.  Tillage  eorporatioas, 
light  and  power  districta  and  water  districts  in  tlie  exemption.  In 
Montana  Chapter  61  provides  for  the  dassifieation  of  taxable  property 
for  the  purpose  of  taxation  and  the  percentage  of  the  true  and  full 
value  of  each  class  whidi  shall  be  taken  and  used  as  the  basis  for 
the  imposition  of  the  tax  thereon.  In  Nebraska  an  amendment  to 
Section  6343,  revised  statutes,  prohibits  banks,  loan  and  trust  or  in- 
vestment companies  from  deducting  from  the  amount  of  capital  stock, 
for  purpose  of  assessment  for  taxation,  the  value  of  any  United  States 
government  securities  owned  by  them.  In  North  Carolina  provision 
has  been  made  in  the  machinery  act  for  the  banks  to  pay  all  taxes, 
instead  of  the  stockholders.  In  addition  to  the  present  dednetioDs, 
in  arriving  at  the  value  of  the  shares  of  stock,  provision  has  been 
made  that  Liberty  Bonds  and  Federal  Farm  Loan  bonds  can  be 
deducted  for  taxation  purposes  up  to  25  p^  cent,  of  capital,  surplus 
and  undivided  profits.  In  Oregon  Senate  Bill  No.  108  provides  that 
real  estate  taxed  shall  be  deducted  from  the  bank's  capital,  surplus 
and  profits  and  the  remainder  taken  as  basis  of  valuation  of  shares 
subject  to  taxation. 

In  closing  this  report  we  desire  to  acknowledge  the  assistance 
given  us  by  the  secretaries  of  state  bankers'  associations,  Chairman 
Newcomer  of  the  A.  B.  A.  Federal  Legislative  Committee  and  Judge 
Thomas  B.  Paton,  General  Counsel  of  the  Association.  It  is  our  belief 
that  this  Section  should  continue  to  have  a  Committee  on  State  Taxation 
of  Natitmal  Banks  in  order  that  results  thus  far  achieved  be  not 
lost  and  to  the  end  that  the  undertaking  to  unify  state  laws  on  this 
subject  be  prosecuted  to  a  successful  conclusion.  In  a  large  way  the 
Association's  Committee  on  Federal  L^slation  considers  and  acts 
upon  legislation  relating  to  banking,  but  this  Section  has  an  im- 
portant duty  to  perform  to  national  banks  in  collecting  information 
of  proposed  laws  in  the  forty-eight  states  which  would  affect  institu- 
tions holding  national  charters,  in  giving  warning  of  those  measures 
which  would  be  unfair  or  oppressive,  and  in  stimulating  interest  in 
such  righteous  legislation  as  will  afford  additional  protection  and  in- 
creased opportunities  for  service  and  profit  to  national  banks. 

All  of  which  is  respectfully  submitted. 

President  Sands  :  Gentlemen^  you  have  heard  the  report  of 
the  Committee  on  Taxation.  I  will  say  for  the  committee  that 
they  worked  very  hard  and  I  am  very  hopeful  that  we  will  get 
some  Federal  legislation  which  will  make  it  obligatory  on  each 
state  in  the  Union  to  avoid  discrimination  in  taxing  shares  of 
national  banks.  If  there  are  no  objections,  the  report  will  take 
the  usual  course. 
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We  will  now  hear  the  report  of  the  Committee  on  ReBolutions 
by  Chairman  Woodmft. 

REPORT  OF  COMMITTEE  ON  RESOLUTIONS 

Mb.  Woodkuff:  Mr.  President,  in  accordance  with  your 
instructionfl  your  Committee  has  prepared  a  telegram  to  Secre- 
tary Carter  Qlass  thanking  him  for  his  letter  and  assuring  him 
of  our  realization  of  the  importance  of  the  matters  that  kept 
him  at  Washington  and  expressing  our  regret  at  his  inability  to 
be  with  us. 

Reply  bt  Seobetabt  Glass 

My  warmest  greeting  for  the  American  Bankers  ABSociation  and 
very  great  regret  that  I  could  not  attend  its  convention.  I  appreciate 
the  co-operation  of  the  National  Bank  Section  and  would  be  obliged 
if  you  will  convey  to  the  members  individually  and  collectively  my 
very  genuine  thanks  for  the  co-operation  which  they  have  so  cheerfully 
and  generously  given  the  Treasury  since  I  have  been  here. 

(Signed)        Cabteb  Glass. 

The  next  resolution,  Mr.  President,  is  as  follows: 
We  give  it  as  our  (pinion  that  the  meeting  of  the  Section  in  St. 
Louis  is  the  most  successful  of  any  yet  held.  For  this  gratifying  state 
of  affairs  we  find  that  credit  should  be  given  to  many.  First  of  all 
we  thank  the  bankers  and  the  people  of  St.  Louis  for  their  cordial 
welcome  and  generous  hospitality.  We  make  special  mention  of  Mr. 
Joseph  S.  Calfee,  former  President  of  this  Section,  who  has  not  spared 
himself  labor  or  expense  in  arranging  for  the  sessions  of  this  body. 

We  make  grateful  acknowledgment  of  the  magnificent  addresses  de- 
livered before  the  Section  by  Hon.  John  Skelton  Williams,  Comptroller 
of  the  Currency,  Washington,  D.  C;  Mr.  Waldo  Newcomer,  president 
of  the  National  Exchange  Bank  of  Baltimore;  Dr.  Virgil  M.  Harris, 
trust  officer  of  the  National  Bank  of  Commerce  in  St.  Louis,  and  Dr. 
Douglas  S.  Freeman,  editor  of  the  Newaleader  of  Richmond,  Va. 
We  pay  appreciative  tribute  to  Rev.  Z.  B.  T.  Phillips,  rector  of  St. 
Peter's  Episcopal  Church  of  St.  Louis,  who  pronounced  the  invocation; 
to  Mr.  Harry  B.  Marshall  of  St.  Louis,  who  led  us  in  patriotic  songs; 
and  to  Mr.  H.  W.  Schaefer  of  St.  Louis,  who  accompanied  on  the 
piano.  Furthermore  we  thank  the  Old  Colony  Club  of  St.  Louis,  which 
placed  its  handsome  suite  of  rooms  in  the  Planters  Hotel  at  the  con- 
venience of  the  Executive  Committee  of  this  Section.  Nor  should  the 
press  of  St.  Louis  be  overlooked  in  our  gratitude  for  its  full  and 
favorable  reports  of  our  meetings. 
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Lastly,  we  give  our  cordial  thanks  to  the  offioers,  Execvtiye  Oom- 
mittee  and  various  committees  who  have  so  intelligently,  efficieotly 
and  faithfully  served  this  Section  during  the  past  year.  The  trust  we 
reposed  in  them  has  heen  fully  justified.  Their  signal  achievements 
have  heen  the  establishment  of  a  branch  service  oflSce  in  Washington, 
and  the  enlargement  of  our  Executive  Committee  from  six  to  twelve 
members,  one  each  from  the  twelve  Federal  Reserve  Districts.  To 
them  we  say,  "Well  done,  good  and  faithful  servants,  your  great 
reward  is  the  lasting  confidence  and  gratitude  of  the  National  Bank 
Section  of  the  American  Bankers  Association.** 

Gbobob  WooDBUir,  Chairman. 

R.  F.  MoNallt. 

J.  R.  DoiciiYiOK. 

I  move  the  adoption  of  the  report.  (Unanimously  adopted.) 
Prbbiobnt  Sands  :  During  the  coming  year  the  State  Vice- 
Presidents  will  be  called  upon  to  do  a  great  deal  of  work. 
Unfortunately  the  program  has  been  so  arranged  this  year  that 
we  could  not  hold  a  special  meeting  of  our  Vice-Presidents  as 
we  had  hoped.  If  there  are  any  State  Vice-Presidents  present, 
we  would  like  to  hear  from  them.  We  will  hear  from  Mr. 
Herring,  Vice-President  from  Mississippi 

Mb.  Herring:  In  being  elected  Vice-President  from  my 
state,  I  felt  that  perhaps  an  empty  honor  had  been  conferred 
upon  me  for  the  reason  that  from  those  that  have  preceded  me 
I  could  not  find  anything  that  they  were  required  to  do.  How- 
eyer  two  weeks  ago  I  addressed  a  letter  to  each  national  bank 
in  the  state  of  Mississippi  and  asked  them  if  there  was  anything 
that  I  could  in  my  humble  way  do  for  them  at  this  convention. 
The  replies  were  numerous  and  unanimous — ^''Do  what  you  can 
to  obtain  the  passage  of  what  is  known  as  House  of  Bepreeent- 
atives  Bill  7478^  which  permits  us  to  loan  25  per  cent,  of  our 
capital  and  surplus.**  Now  speaking  personally,  I  might  say 
that  I  come  from  the  only  county  in  the  state  of  Mississippi 
that  does  not  produce  cotton,  but  my  national  bank  friends  of 
the  state  are  interested  in  that  and  as  their  representative  I 
bring  this  matter  to  your  attention  in  the  hope  that  this  Section 
will  go  on  record  in  favor  of  the  passage  of  that  biU,  and  I  vrould 
be  extremely  glad  for  some  of  my  friends  from  Mississippi  to 
take  up  the  case  where  I  leave  off  and  push  it  along. 
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Pbesidbnt  Sands  :  I  have  no  doubt  that  the  Comptroller  of 
the  Currency  can  tell  us  something  about  that  bill. 

Hon.  John  Skelton  Williams  :  That  bill  has  been  recom- 
mended for  passage  by  the  committees^  and  I  think  a  resolution 
of  expression  of  opinion  from  this  body  would  be  very  desirable 
at  this  time. 

Mr.  Hbbbing  :  In  reading  the  proceedings  of  Congress  a  few 
days  ago  I  found  that  the  bill  passed  the  House  and  received 
favorable  report  from  the  banking  committee  of  the  Senate, 
but  that  Senator  Pomerene  of  Ohio  was  leading  the  opposition 
and  that  the  bill  has  been  referred  back  to  the  Banking  and 
Currency  Committee  of  the  Senate  and  at  my  last  reading  it 
still  remains  there.  Now  if  our  good  friends  from  Ohio  who  are 
present  here  will  put  some  smoke  under  Senator  Pomerene  I 
think  it  would  help  us  along. 

Vice-Pkesident  Walter  W.  Head:  It  is  on  the  calendar  of 
the  Senate,  I  think,  but  it  occurs  to  me  that  if  there  is  any  one 
who  can  get  in  touch  with  Senator  Pomerene  and  urge  that  this 
bill  would  permit  us  to  do  legally  in  an  unlimited  way  what  we 
have  been  doing  illegally  in  a  limited  way,  it  would  be  some 
help  to  us,  because  he  thinks  it  would  be  dangerous  and  cause 
inflation  of  the  currency. 

Mb.  P.  W.  Poote  (Mississippi) :  This  is  a  matter  that  affects 
every  business  in  the  country  in  every  section  of  this  coimtry, 
and  I  move  that  the  National  Bank  Section  of  the  American 
Bankers  Association  address  requests  to  the  XInited  States 
Senate  to  enact  this  amendment  at  its  earliest  convenience. 

Mr,  John  Sherman  (Wisconsin) :  I  second  the  motion  for 
the  reason  that  we  have  in  Wisconsin  a  state  law  that  permits 
state  banks  to  loan  up  to  50  per  cent,  of  their  capital  and  surplus 
by  consent  of  the  board  of  directors.  They  have  a  great  advan- 
tage, therefore,  over  the  national  banks,  because  the  national 
banks  must  adhere  strictly  to  the  law.  We  have  been  at  a  great 
disadvantage  in  this  state.  It  has  caused  the  establishment  of 
a  number  of  state  banks,  and  two  of  the  national  banks  were 
consolidated  in  order  to  create  a  larger  capital  and  surplus  to 
meet  this  condition.     Now,  if  the  Congress  will  amend  the 
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national  banking  law  so  that  we  can  loan  on  oommodities, 
grain,  and  dairy  products,  cheese  and  batter,  it  will  help  the 
situation  materially  and  also  remove  the  unfair  advantage  which 
state  banks  have  now  over  national  banks  and  may  be  an  incentive 
to  a  number  of  banks  that  belong  to  the  state  systems  to  become 
national  banks.  The  state  banks  would  like  to  be  members  of 
the  Federal  reserve  system.  Of  course  they  are  allowed  to  do 
so  under  the  law,  but  if  they  come  in  under  the  law  they  fear 
that  there  will  be  a  certain  amount  of  their  paper  that  will  not 
be  rediscountable  with  the  Federal  reserve  banks.  I  am  very 
much  in  favor  of  the  adoption  of  a  law  of  this  kind,  and  I  want 
to  say  further  that  in  a  great  many  states,  as  I  have  observed, 
the  state  banks  have  an  advantage  over  the  national  banks,  and 
in  our  local  discussion  at  home  there  has  been  more  or  less  talk 
in  the  state  and  county  conventions  (we  have  seven  or  eight 
groups  and  county  associations  of  bankers)  and  the  feeling  has 
been  that  the  banks  under  state  supervision  have  a  great  advan- 
tage over  national  banks  and  from  personal  observation  and 
experience  at  home  I  fotmd  that  to  be  true.  I  always  agitated 
that  we  ought  to  have  one  banking  system  and  that  is  ihe 
Federal  system  and  I  can  not  for  the  life  of  me  see  why  the 
people  of  this  country  can  not  see  that  we  would  all  be  better 
off  if  we  were  all  tmder  one  system,  for  the  good  of  everybody. 

President  Sands  :  Before  we  pass  to  the  report  of  the  Com- 
mittee on  Nominations  I  want  to  say  to  Ciomptroller  Williama 
that  we  appreciate  very  much  his  remaining  throughout  oar 
session.  I  am  reminded  of  a  story  told  by  Dr.  Freeman.  He 
told  of  Charles  Lamb,  stating  that  he  hated  somebody,  and  a 
friend  of  Charles  Lamb  said:  **Why,  I  didn't  know  that  you 
knew  him.**  To  which  Mr.  Lamb  replied:  **I  don't;  that  is  why 
I  hate  him ;  if  I  knew  him  I  couldn't  hate  him."  We  all  know 
Mr.  Williams  now  and  we  love  him  and  are  glad  to  have  had 
him  with  us. 

The  next  will  be  the  report  of  the  Committee  on  Nomina- 
tions, Mr.  Delmer  Bunkle,  Chairman. 

Mb.  Bunkle:  The  nominating  committee  appointed  at  your 
session  yesterday  herewith  begs  to  submit  the  following  names 
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for  o£Scer8  and  members  of  the  Executive  Committee  of  the 
National  Bank  Section : 

For  President  Walter  W.  Head,  Omaha,  Neb. 

For  Vice-President    Henry  H.  McKee,  Washington,  D.  C. 

For  members  of  the  Ezeeutiye  Committee  for  a  term 

of  one  year: 
F.  R  Dist.  No.    1    Alfred  M.  Aiken,  Boston,  Mass. 
*^   **  Dist.  No.    8    John  G.  Lonsdale,  St.  Louis,  Mo. 
''  "   Dist  No.    9     Theo.  Wold,  Minneapolis,  Minn. 

For  a  term  of  two  years : 
F.  E.  Dist  No.  12    George  A.  Kennedy,  San  Francisco,  Cal. 

For  a  term  of  three  years : 
F.  R.  Dist  No.    3    C.  S.  Calwell,  Philadelphia,  Pa. 
**  ''  Dist  No.    4    B.  D.  Sneath,  Tiffin,  Ohio 
''  *'   Dist  No.    6    Thomas  R.  Preston,  Chattanooga,  Tenn. 
**   "   Dist.  No.  10    James  Ringold,  Denver,  Colo. 

Pbbbidbkt  Sands  :  Gentlemen,  you  have  heard  the  report  of 
the  Nominating  Committee.  Are  there  any  other  nominations? 
If  not  the  Chair  will  hear  a  motion  for  the  adoption  of  the 
report  of  the  Committee  as  read.  This  added  number  of  mem- 
bers is  brou^t  about  by  change  in  our  by-laws  increasing  the 
Ezeeutiye  Committee  during  the  next  year;  we  will  have  eight 
to  elect  this  year.  These  gentlemen  have  been  distributed  in 
accordance  with  the  by-laws. 

(The  report  was  adopted  and  the  gentlemen  named  were 
dedaied  dected.) 

Pbbsidxnt  Sandb  :  Gentlemen,  in  presenting  Mr.  Head,  your 
President^  I  wish  to  say  that  he  has  been  ably  serving  this 
section  as  Vice-President  and  I  know  that  he  will  make  you  a 
first-class  President  during  the  coming  year.    (Apjdause.) 

Prbsidbkt  Hsad:  I  want  to  thank  you  for  the  honor  con- 
ferred upon  me  and  to  assure  you  that  during  the  coming  year 
I  shall  endeavor  to  do  my  very  best  to  do  the  things  you  want 
done  and  will  keep  in  mind  the  benefit  to  be  derived,  and  I 
want  to  say  to  you  that  my  connection  with  the  National  Bank 
Section  has  been  a  pleasure  to  me. 
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The  Committee  will  please  present  Mr.  McKee,  who  has  been 
elected  Vice-President. 

(Vice-President  McEee  is  presented  to  the  section  and 
installed.) 

Vice-President  McKee  :  Mr.  President,  gentlemen :  I  want 
you  to  be  assured  that  I  am  deeply  sensible  of  the  very  high  honor 
you  have  conferred  upon  me  by  making  me  Vice-President  of  the 
National  Bank  Section  of  the  American  Bankers  Association.  It 
is  not  my  intention  to  make  a  speech  and  if  I  should  attempt  to  do 
so,  I  do  not  believe  I  could  add  anything  to  what  Mr.  Head  has 
said  in  regard  to  his  pledge  to  work  for  you  during  the  coming 
year.  I,  too,  will  do  my  very  best  to  serve  you.  I  thank  you 
very  much. 

Mb.  McEee  (Addressing  Ex-President  Sands) :  My  col- 
leagues on  the  Executive  Committee  have  called  upon  me  to 
perform  one  of  the  most  pleasant  duties  that  has  ever  been 
assigned  to  me.  Under  the  rules  of  action,  called  our  by-laws, 
the  administration  of  the  affairs  of  this  section  of  our  Associa- 
tion is  entrusted  jointly  to  the  President  and  the  Executive 
Committee.  You  have  served  during  the  past  year  as  President 
of  the  National  Bank  Section  and  in  the  performance  of  your 
duties  you  have  come  in  close  personal  contact  with  the  mem- 
bers of  the  Executive  Committee.  It  is  not  my  purpose  to 
speak  of  the  work  you  have  done  for  the  members  of  the  section 
because  all  of  us  know  of  your  loyalty  to  the  national  banks 
and  we  fully  appreciate  what  you  have  done  to  build  up  and 
strengthen  our  organization.  But  it  is  our  desire  to  express 
to  you  publicly,  before  those  assembled  here,  our  appreciation 
of  those  attributes  of  character  which  have  so  endeared  you  to 
us  and  have  made  our  relations  so  pleasant.  Therefore,  in 
behalf  of  the  Executive  Committee  of  the  National  Bank  Sec- 
tion, I  present  to  you  and  ask  you  to  accept  this  silver  pitcher 
and  server  as  a  token  of  our  respect,  our  esteem  and  our  genuine 
affection  for  you. 

Ex-President  Sands:  Mr.  President,  I  am  overcome  with 
your  expression  of  regard  and  this  gift.  The  National  Bank 
Section  has  been  very  close  to  me.     About  seven  years  ago  I 
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circulated  a  paper  among  the  members  asking  for  a  special 
section  for  the  national  banks,  for  the  reason  that  we  were  not 
getting  questions  peculiar  to  national  banks  before  the  whole 
Association.  Those  things  that  relate  directly  to  the  national 
banks  were  discussed  with  hundreds  of  bankers  present  who 
cared  nothing  about  it  and  who  had  a  vote  on  it.  We  had  no 
way  to  express  ourselves  as  an  independent  body.  It  took  three 
years  to  get  that  through  the  Association.  Finally  it  was  realized 
and  appreciated  and  the  section  was  organized  and  results  have 
fully  justified  this  action  and  the  foundation  laid  for  a  cooper- 
ating body  that  will  have  great  influence  in  the  upbuilding  of 
the  business  interests  of  this  country,  and  of  great  value  to 
every  national  bank.  The  circulation  of  the  addresses  delivered 
here  will  be  worth  much  to  the  national  bankers  of  this  country. 
I  assure  you  that  I  am  ready  and  anxious  to  do  anything  in  my 
power  to  further  the  interests  of  the  section,  whether  an  oflScer 
or  not,  and  I  thank  you  very  heartily  for  this  testimonial.  (Ap- 
plause.) 

President  Head:  I  want  to  say  to  you,  Mr.  Sands,  if  you 
think  you  are  through  because  you  have  this  testimonial  from 
the  Executive  Committee  you  have  another  think  coming. 

I  want  to  say  something  about  our  Vice-President.  He  has 
been  with  the  Association  a  long  time  and  he  has  always  been 
ready  and  willing  to  do  everything  he  could  and  the  Executive 
Committee  have  always  felt  by  reason  of  his  location  at  the  seat 
of  government  that  there  was  only  one  man  that  was  so  located 
where  he  could  be  reached.  Mr.  McKee  has  filled  that  position 
and  there  has  never  been  a  time  that  he  has  not  responded 
freely  and  had  I  to  choose  a  man  to  serve  with  me  I  would  have 
chosen  him  and  be  glad  to  have  him  as  a  fellow  officer. 

Is  there  anything  further  ? 

A  Member:  I  move  you  that  the  programs  for  next  year  be 
mailed  out  a  week  before  the  convention,  and  I  further  would 
like  to  add  that  the  speeches  we  had  at  this  convention  be  pub- 
lished and  sent  out  within  a  reasonable  time. 

(The  motion  was  carried.) 

The  meeting  was  then  declared  adjourned. 
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Beports  of  the  President^  of  the  Executive  Committee,  and 
the  Secretary  of  the  National  Bank  Section  follow. 


BEPOBT  OP  THE  PBESIDENT 

Oliveb  J.  Sands 

Ib  view  of  the  very  full  and  intererting  program  of  this  Seeticm, 
and  the  fact  that  matters  of  general  interest  to  bankers  will  be  fully 
and  ably  discussed  before  the  whole  membership  of  Uie  Association,  we 
have  concluded  that  much  valuable  time  would  be  saved  and  repetition 
avoided  if  the  President's  address  be  omitted.  It  was  decided,  how- 
ever, that  the  reports  of  the  several  officers  be  printed  and  given  to  the 
members  in  attendance  at  this  Convention,  or  tJiose  to  whom  any  ques- 
tions may  arise,  will  discuss  the  matter  contained  in  these  reports  with 
a  view  of  securing  information,  or  making  suggestions,  looking  to- 
wards improved  and  enlarged  service  upon  the  part  of  the  Section. 

We  have  been  deeply  sensible  of  the  great  honor  conferred  and 
keenly  aware  of  the  responsibilities  assumed,  in  being  placed  at  the 
head  of  the  only  national  organization  of  the  bankers  operating  under 
Federal  charters.  This  Section  came  into  being  at  a  time  when  almost 
the  entire  world  was  in  a  state  of  war,  and  conditions  have  been  far 
from  normal  throughout  thk  country  since  the  Section  was  oigaaiaed. 
This  was  particularly  true  after  our  country  entered  the  strife^  aad  the 
past  year  has  been  one  of  such  unusual  conditions  in  the  flnancia] 
world,  that  we  can  not  help  but  feel  that  there  have  been  many  reasons 
why  the  administration  of  the  affairs  of  the  Section  has  not  been  all 
that  some  of  the  members  might  justly  have  expected. 

Immediately  after  the  last  Convention  the  resignation  of  lir.  IliraUs 
as  Secretary  of  the  Section-  was  presented,  he  having  been  tendered  an 
ofilcial  position  with  the  Discount  Corporation  of  New  York.  The 
offer  was  of  such  a  nature  that  it  was  impossible  for  us  to  present 
inducements  sufficient  to  retain  him,  so  we  most  reluctantly  accepted 
his  resignation.  This  was  a  great  loss  to  the  Section,  as  his  xmusoal 
qualifications  for  the  position  and  his  experience  in  the  offioe  were  of 
high  value. 

On  January  1,  Major  Fred.  W.  Hyde  assumed  the  position  of  Sec- 
retary. We  felt  that  the  Section  was  most  fortunate  in  securing  the 
services  of  Major  Hyde,  and  our  opinion  has  been  fully  justified  by  the 
able  service  he  has  rendered  thus  far.  A  change  in  the  active  head  of 
an  organization  such  as  ours  creates  a  break  to  a  more  or  less  degree 
in  plans,  methods  and  continuity  of  work.  In  our  case,  however,  on 
account  of  the  entire  willingness  of  Mr.  Thralls  to  assist  his  successor, 
and  owing  to  Major  Hyde's  experience  as  a  former  President  of  the 
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Section,  and  his  general  qualifications,  the  work  has  progressed  with 
the  minimum  of  interruption. 

The  National  Bank  Section  was  organized  on  account  of  a  recog- 
nized need  upon  the  part  of  many  National  Bank  members  of  the 
American  Bankers  Association  of  the  necessity  for  an  organization  of 
the  institutions  chartered  by  the  United  States  Government.  These 
institutions,  operating  under  Federal  laws,  and  subject  to  strict  Fed- 
eral superrision  and  accountability,  have  many  questions  of  primary 
interest  to  themselves  which  are  of  only  secondary  interest,  and  some- 
times not  so  much  as  that,  to  a  large  percentage  of  the  members  of 
the  Association.  The  officers  and  committees  of  the  Section  from  the 
beginning  have  had  uppermost  in  their  minds  the  one  object — ^that  of 
service  to  members.  It  has  been  their  desire  to  have  interesting  pro- 
grams at  their  Ck)nvention8,  and  they  have  succeeded  in  that,  but  they 
have  realized  that  the  few  htmdreds  of  the  members  at  Conventions 
are  inadequately  representative  of  a  membership  of  six  thousand  six 
hundred,  and  that  to  be  really  worth  while  the  Section  should  be  en- 
gaged continually  in  performing  some  kind  of  service  which  the  mem- 
bers are  not  able  to  so  well  secure  from  any  other  source.  The  several 
conunittees  appointed  to  perform  specific  work  will  make  their  separate 
reports  to  you,  and  we  shall  not  undertake  to  more  than  say  that  the 
Chairmen  and  members  of  your  committees  have  been  faithful  in  the 
performanee  of  their  several  duties.  Their  work  in  most  instances  has 
hardly  been  started;  they  have  been  handicapped  by  the  imusual  con- 
ditions whieh  have  required  so  much  extraordinary  service  upon  the 
part  of  all  loyal  American  Bankers.  Were  it  a  fitting  time  or  place, 
or  becoming  in  me,  I  should  like  here  to  utter  some  encomiums  to  the 
bankers  of  the  United  States.  One  year  is  little  time  to  carry  through 
plans  for  the  improvonent  and  reforms  of  laws,  practices,  meUiods,  etc., 
but  work  has  been  undertaken  which  should  result  in  great  value  to  the 
national  banking  interests  of  the  country.  Much  remains  to  be  un- 
dertaken which  will  be  of  benefit  to  the  banking  and  commercial  in- 
terests, and  the  work  of  the  Section,  we  sincerely  hope,  yrill  receive 
the  hearty  support  of  every  banker. 

From  almost  the  beginning  it  was  realized  that  in  order  to  render 
much  real  service  of  the  every-day  routine  kind,  the  kind  that  makes 
the  maintenance  of  an  office  equipment  and  a  corps  of  officials  and 
clerks  worth  while,  the  office  of  the  Section  should  be  located  in  the 
city  of  Washington.  The  reasons  for  this  are  so  obvious  to  all  na- 
tional bankers  that  it  is  unnecessary  to  repeat  them.  If  there  is  any 
advantage  in  having  our  headquarters  in  any  one  centrally  located  city 
over  another,  except  in  Washington,  those  who  are  most  familiar  with 
the  work  of  our  Section  have  failed  to  discover  it.  Our  repeated  re- 
quests for  authority  from  the  committees  of  the  American  Bankers 
Association  to  open  our  office  in  Washington  have  been  granted  to  the 
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extent  of  permitting  us  to  conduct  a  so-called  Service  office  in  the  city 
of  Washington.  This  office  is  opened  and  in  operation.  The  Secre- 
tary's report  will  give  in  detail  the  results  of  a  few  weeks*  experience 
there.  Our  headquarters  should  be  in  Washington.  We  perform  no 
service  to  our  members  which  can  not  be  as  well  or  better  performed 
from  our  Washington  office,  and  it  is  a  useless  expense  of  time  and 
money  for  our  offices  to  be  divided.  This  Section  will  not  become  a 
part  of  a  political  organization  if.it  is  located  in  Washington  any  more 
than  all  the  other  national  organizations  now  located  in  Washington 
are  political.  It  must  keep  its  members  informed  of  all  matters  affect- 
ing their  interests  whether  in  Washington  or  elsewhere,  but  wholly  on 
account  of  administration  features  it  can  be  of  greater  service  there 
than  in  any  other  location. 

The  more  than  6,600  National  Bank  members  contribute  a  large  pro- 
portion of  the  total  revenue  of  approximately  $400,000  received  by  the 
American  Bankers  Association.  The  sum  asked  of  the  Association  by 
this  Section  for  carrying  on  and  developing  an  organization  pre- 
pared and  able  to  perform  service  of  direct  benefit  and  assistance  to  its 
members  is  $20,000.  It  is  possible  that  after  another  year  everything 
now  required  by  banks  in  Washington  can  be  undertaken  by  your  Sec- 
tion officers,  thus  saving  expense  and  securing  a  direct  and  efficient 
service  under  your  own  management  and  direction.  We  see  no  reason 
why  the  Section  officers  and  employees  should  not  perform  any  possible 
service  in  Washington  which  may  be  required  of  them  by  any  member 
of  the  American  Bankers  Association,  whether  a  member  of  this  par- 
ticular Section  or  not. 

The  American  Bankers  Association  is  today  one  of  the  greatest  or- 
ganizations in  the  world.  It  has  been  a  power  for  good  in  the  up- 
building of  the  financial,  commercial,  agricultural,  and  almost  every 
other  line  of  human  endeavor.  It  has  contributed  to  the  welfare  of 
every  person  engaged  in  the  banking  business.  Its  future  sphere  of 
usefulness  is  limited  only  by  the  amount  of  energy  and  interest  devoted 
to  it  by  its  individual  members.  That  we  need  an  association  of  all 
banks  there  can  now  be  no  question.  Its  plan  of  organization  is  the 
result  of  years  of  labor  and  experience.  It  should  continue  to  foster 
the  work  of  its  several  classes  of  members  through  these  Sections,  per- 
mitting them  to  serve  their  own  membership  to  the  fullest  possible 
extent,  but  exercising  over  them  the  corrective  and  restraining  influence 
of  a  wise  and  devoted  parent,  thus  avoiding  duplication  of  effort  and 
waste  of  money  and  energy.  More  frequent  and  regular  meetings  of 
the  Administrative  Committee  of  the  Association  should  be  held,  and 
at  these  meetings  the  chairmen  of  the  Sections  should  make  full  re- 
ports of  their  work.  This  is  the  plan  under  which  our  successful  banks 
are  operated,  and  it  would  be,  we  feel  sure,  of  great  value  to  the 
Association. 
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The  President  feels  under  personal  obligations  to  the  oflftcers  of  the 
American  Bankers  Association,  to  the  members  of  the  Executive  Com- 
mittee, and  Secretary  of  the  Section,  and  to  the  chairmen  of  the  several 
committees  of  the  Sections  for  their  uniform  spirit  of  helpfulness  dur- 
ing the  year  of  his  service. 

The  coming  year  is  one  of  great  promise  in  the  work  of,  by  and  for 
bankers,  and  in  relinquishing  the  office  of  President  of  the  National 
Bank  Section,  I  do  so  with  profound  gratitude  for  the  progress  already 
made  and  high  hopes  for  still  greater  accomplishment  in  the  future, 
and  pledge  my  continued  best  efforts  to  effect  the  realization  of  the 
plans  for  the  growth  and  influence  of  the  American  Bankers  Associa- 
tion and  the  National  Bank  Section. 


BBPORT  OF  THE  EXECUTIVE  COMMITTEE 

H.  H.  MoEee^  Chairman 

Since  the  last  annual  Convention  of  the  American  Bankers  Associa- 
tion the  Executive  Committee  of  the  National  Bank  Section  has  met 
three  times — twice  in  New  York  City  and  once  at  the  Greenbrier, 
White  Sulphur  Springs,  W.  Va. 

At  the  meeting  in  New  York  City,  November  21,  1918,  the  following 
subjects  received  attention: 

The  resignation  of  Mr.  Thralls,  Secretary  of  the  Section,  was  re- 
ceived and  the  qualifications  of  several  persons  suggested  for  the  office 
were  discussed.  It  was  decided  that  the  new  Secretary  should  devote 
all  his  time  to  the  work  of  the  Section  and  not  divide  his  services  with 
the  Clearing  House  Section. 

Mr.  A.  F.  Daws6n,  President  of  the  First  National  Bank  of  Daven- 
port, Iowa,  was  appointed  a  member  of  the  Executive  Committee,  to 
fill  the  vacancy  created  by  the  death  of  Mr.  Nelson  N.  Lampert,  and 
made  diairman  of  the  Legislative  Committee. 

The  attention  of  the  committee  was  called  by  the  Secretary  to  numer- 
ous letters  and  telegrams  received  from  banks  in  all  sections  of  the 
country,  asking  the  officer  to  endeavor  to  have  the  Comptroller  of  the 
Currency  modify  his  requirement  in  regard  to  reporting  earned  and 
unearned  interest  and  discount.  The  committee  authorized  and  di- 
rected the  officers  to  write  to  the  Comptroller  and  ask  him  to  simplify 
his  order. 

The  meeting  in  New  York  City,  December  10,  1918,  was  held  jointly 
with  representatives  of  the  Clearing  House  Section.  It  was  decided 
that  in  the  future  each  of  the  two  Sections  represented  at  the  meeting 
should  have  a  secretary  who  would  devote  his  services  exclusively  to 
his  Section;   and  in   pursuance  of  that  policy  Major   Fred.  W.  Hyde 
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was  enggg&d  to  act  as  Secretary  of  the  National  Bank  Section  from 
January  1,  1019. 

The  chairman  of  the  Executive  Committee  was  appointed  a  special 
eommittee  of  one  to  interview  the  Comptroller  of  the  Curreney  and 
supplement  by  verbal  appeal  the  letter  authorized  to  be  written  to  tbe 
Comptroller  in  connection  with  the  subject  of  earned  and  unearned  in- 
tereet  and  discount. 

The  officers  of  the  Section  were  directed  to  prepare  and  submit  to 
the  Administrative  Committee  of  the  Association  arguments  in  favor 
of  the  removal  of  the  office  of  the  National  Bank  Section  from  New 
York  City  to  Washington,  D.  C. 

The  meeting  at  the  Greenlx'ier,  W%ite  Sulphur  Springs,  was  held 
May  19,  1919.  At  the  meeting  reports  from  special  committees  of  the 
Section  were  received,  including: 

1.  Committee  on  Acceptances, 

Mr.  Sands,  Chairman. 

2.  Committee  on  State  Taxation  of  National  Banks, 

Mr.  Cox,  Chairman. 

3.  Committee  on  Forms, 

Mr.  Pondrom,  Chairman. 

4.  Committee  on  Post  War  Conditions, 

Mr.  Head,  Chairman. 

5.  Committee  on  Secret  Assignment  of  Accounts, 

Mr.  Gatling,  Chairman. 

These  reports  were  freely  discussed,  received  and  ordered  filed. 
The  committees  were  authorised  to  continue  their  work,  except  the 
committee  of  Post  War  Conditions,  as  the  work  of  that  committee  has 
been  taken  over  by  the  Committee  on  Commerce  and  Marine,  of  the 
American  Bankers  Association.  Suitable  resolutions  of  respect  to  the 
memory  of  Mr.  Nelson  N.  Lampert,  deceased,  formerly  a  member  of 
the  Executive  Committee,  and  Mr.  Gustavus  WarAeld,  Jr.^  deceased, 
formerly  Vice-President  of  the  Section  for  West  yirginia,  were 
adopted  and  spread  upon  the  minutes  of  the  meeting. 

Mr.  Sands,  the  President  of  the  Section,  was  instructed  to  endeavor 
to  secure  from  the  Executive  Council  of  the  Association  authority  to 
establish  in  Washington,  D.  C,  an  office  of  the  Section  in  charge  of  a 
competent  representative.  This  authority  was  granted  by  the  Executive 
Council  and  the  officers  of  the  Section  were  authorized  to  rent  quarters 
in  Washington  and  open  the  office  as  soon  as  possible. 

Mr.  Cox  introduced  the  subject  of  Latin-American  trade,  which  was 
discussed  freely,  and  by  resolution  referred  to  the  Ccmunittee  on  Com- 
merce and  Marine  of  the  American  Bankers  Association,  together  with 
a  request  that  said  committee  consider  the  establishment  of  a  Bureau 
of  Latin-American  trade  under  the  direction  of  the  American  Bankers 
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ABSoeiatkni,  to  assist  in  furthering  trade  relations  with  Central  and 
South  America,  the  service  rendered  by  the  Bureau  to  be  available  to 
all  members  of  the  Association. 

The  Executive  Ck)mmittee  approved  proposed  changes  in  the  By-laws 
of  the  American  Bankers  Association,  granting  authority  to  each  of 
the  Sections  to  consider  and  act  on  legislation  affecting  its  members, 
without  expense  to  the  Association,  when  and  in  the  event  the  Federal 
Legislative  Committee  of  the  Association  is  not  authorized  or  declines 
to  become  active  in  behalf  of  or  against  such  legislation. 

In  addition  to  the  subjects  set  forth,  other  matters  of  minor  import- 
ance, most  of  them  dealing  with  administrative  work  of  the  officers  of 
the  Section,  were  considered  and  acted  upon  at  the  three  meetings  to 
the  end  that  efficiency  go  hand  in  hand  with  the  desire  of  your  officers 
and  your  various  committees  to  serve  you. 

Pursuant  to  authority  granted  by  the  Executive  Council  of  the  Asso- 
ciation and  in  obedience  to  directions  from  the  Executive  Committee 
of  the  Section,  a  service  office  was  opened  in  the  Southern  Building  in 
Washington,  D.  C,  in  July,  1919.  The  Secretary  of  the  Section  was 
instructed  to  spend  part  of  his  time  in  Washington,  employ  a  stenog- 
rather,  organize  his  office  and  devote  his  efforts  to  making  the  new 
venture  a  source  of  real  service  to  the  members  of  the  Section.  Thus 
the  aspiration  bom  at  Briarcliff  at  the  spring  meeting  of  the  Executive 
Cotmcil,  in  1916,  has  become  a  reality. 

Although  the  Washington  office  has  been  in  operation  less  than  three 
months,  its  strategical  position  in  the  Nation's  Capital  has  enabled  the 
Executive  Committee  and  the  officers  of  the  Section  to  discover  many 
opportunities  for  service  to  our  members,  and  it  is  our  belief  that  this 
office  will  soon  become  a  source  of  very  great  practical  benefit  to  the 
national  banks  of  the  country,  which  derive  their  powers  from  the 
Federal  (rovemment.  The  enactment  of  laws  relating  to  their  business 
and  the  interpretation  of  those  laws  by  the  Federal  Reserve  Board,  the 
Comptroller  of  the  Currency,  and  the  Commissioner  of  Internal  Revenue, 
are  of  such  vital  interest  to  the  members  of  our  Section  that  we 
should  have  available  at  all  times  in  Washington  a  trusted  official  who 
can  gather  reliable  information  and  answer  questions  relating  to  these 
matters  quickly  and  accurately. 

Since  the  Convention  of  the  Association  last  year,  seven  measures 
affecting  bonks  directly  and  indirectly  have  been  passed  by  Congress 
and  are  now  in  effect. 

1.  The  Aet  of  March  3,  1919,  amending  sections  7,  10  and  11  of  the 
Federal  Reserve  Act  and  section  5172,  Revised  Statutes. 

2.  The  Act  of  March  2,  1919,  to  amend  the  Liberty  Bond  Act  and 
the  War  mnance  Corporation  Act,  and  for  other  purposes. 

3.  The  Act  of  March  2,  1919,  to  provide  relief  where  formal  con- 
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tracts  with  the  United  States  (Government  have  not  been  made  in  the 
manner  required  by  law. 

4.  The  Act  of  September  24,  1918,  to  supplement  the  Second  Liberty 
Loan  Bond  Act  as  amended,  and  for  other  purposes. 

5.  The  Act  of  February  24,  1919,  to  provide  revenue,  and  for  other 
purposes. 

6.  The  Act  of  September  26,  1918,  to  amend  and  re-enact  sections  4, 
11,  16,  19  and  22  of  the  Federal  Reserve  Act,  and  sections  5208  and 
5209  of  the  Revised  Statutes. 

7.  The  Act  of  November  7,  1918,  to  provide  for  the  consolidation  of 
national  banking  associations. 

The  seven  measures  referred  to  were  passed  during  the  second  ses- 
sion of  the  Sixty-fifth  Congress,  which  ended  March  4,  1919. 

During  the  first  session  of  the  Sixty-sixth  Congress  a  large  number 
of  bills,  directly  and  indirectly  affecting  the  business  of  banking,  were 
introduced.  These  measures  are  being  closely  watched  by  Mr.  Waldo 
Newcomer,  Chairman  of  the  Committee  on  Federal  Legislation  of  tiie 
Association,  and  by  Judge  Paton,  the  general  counsel,  who  will  report 
their  status  in  detail  to  the  Convention.  Therefore  it  is  not  necessary 
to  revert  to  all  of  them  here,  but  it  may  be  of  interest  to  know  that 
two  measures  relating  to  our  business  have  been  passed  by  the  Senate 
and  one  by  the  House  of  Representatives: 

S.  2472,  known  as  the  Edge  Bill,  which  amends  the  Federal  Reserve 
Act  and  permits  the  formation  of  banking  corporations  to  do  a  foreign 
business  and  encourage  export  trade,  has  been  passed  by  the  Senate. 

S.  170,  which  amends  the  Federal  Reserve  Act  and  permits  National 
banks,  with  a  capital  of  $1,000,000  and  over  and  that  are  located  in 
cities  having  a  population  of  600,000  and  more,  to  establish  branchest 
has  been  passed  by  the  Senate. 

H.  R.  7478,  which  amends  section  5200  of  the  U.  S.  Rev.  Stat.,  and 
allows  National  banks  to  lend  a  greater  amount  to  one  individual,  firm 
or  corporation  than  existing  law  permits,  has  been  passed  by  the  House 
of  Representatives. 

Mr.  Sands,  the  President  of  the  Section,  has  had  several  conferences 
in  Washington  with  the  chairman  of  the  Executive  Committee  and  the 
Section  Secretary,  and  he  has  been  in  communication  frequently, 
through  the  medium  of  correspondence,  with  the  other  members  of  the 
Executive  Committee.  Throughout  his  administration  of  the  office  of 
President  he  has  worked  directly  and  through  standing  and  special 
committees  and  the  office  of  the  Secretary  to  upbuild  and  strengthen 
the  Section  to  the  advantage  of  its  members.  His  course  has  been  an 
inspiration  to  the  members  of  this  committee  and  he  commands  our 
respect,  our  confidence  and  our  esteem. 

The  National  Bank  Section  is  fortunate  in  having  a  Secretary  so 
well  qualified  to  handle  successfully,  not  only  the  details  of  his  office. 


Digiti 


zed  by  Google 


NATIONAL  BANK   SBCTION  581 

but  many  diplomatio  miasiooB  involving  broad  and  complex  mattera 
relating  to  tbe  work  of  the  Section.  Major  Hyde  has  displayed  rare 
tact  and  judgment.  He  is  devoted  to  the  interests  of  the  Section, 
works  tirelessly  and  conscientionsly  and  strives  constantly  to  broaden 
the  power  and  inflnenee  of  his  office  to  the  service  of  our  members. 
It  is  a  pleasure  to  ns  to  pay  this  tribute  of  respect  and  appreciation  to 
one  whose  qualities  of  mind  and  heart  fit  him  so  well  for  the  place  he 
occupies. 

The  program  of  the  Section's  activities  for  the  next  year  should  in- 
clude: first,  the  development  of  the  Washington  office,  and  then,  selected 
imm  a  list  of  suggested  activities,  a  few  subjects  which  are  of  most 
vital  importance  to  our  members.  One  objective  reached  opens  the 
road  to  another.    Thus,  step  by  step,  progress  is  achieved. 

In  our  quest  for  work  to  keep  the  Section  organixation  busy  until  we 
meet  again,  let  us  fear  not,  if  the  trail  should  lead  that  way,  to  search 
our  own  minds  and  hearts.  Perhaps  the  things  we  seek  are  already 
in  our  possession,  perhaps  the  power  we  would  have  lies  dormant  in 
our  keeping  awaiting  exin-ession  through  the  orderly  process  of  friendly 
counsel  and  earnest  co-operation,  not  only  among  ourselves  but  with 
others.  Let  us  remember  that  every  right  and  privilege  we  enjoy  is 
founded  upon  duty  and  obligation.  The  seed  must  be  planted  before 
the  harvest  can  be  reaped.  Thus,  if  each  one  of  us  is  willing  to  indulge 
in  a  little  introspection  and  seek  to  find  the  duty  which  society  places 
upon  him  and  discover  the  obligation  which  his  membership  in  our  great 
democracy  imposes  upon  him,  and  when  he  discovers  the  truth,  pursue 
a  just  course,  even  though  it  involve  some  measure  of  self-denial,  the 
things  of  value  which  we  seek  and  which  we  imagine  are  held  in  the 
keeping  of  others  to  be  achieved  by  us  only  through  strife,  will  come 
to  us  spontaneously. 


REPORT  OF  THE  SECRETARY 
Fbed.  W.  Hyde 

The  most  important  year  in  the  brief  history  of  the  National  Bank 
Section  is  that  of  lOlS'-lO,  because  the  long-cherished  plan  to  open  an 
office  of  the  Section  in  Washington,  D.  C,  has  been  carried  into  effect. 
Jerome  Thralls,  who  had  served  as  Secretary  since  the  Section  was 
organized,  resigned  December  31,  1918,  and  since  January  I,  1919,  the 
office  has  been  filled  by  the  present  incumbent. 

The  past  year  has  been  one  of  progress  and  achievement.  In  the 
general  office  of  the  Association  in  New  York  the  work  of  the  Section 
has  proceeded  along  approved  lines.  At  Washington  the  Section's 
branch  service  office  was  opened  the  first  of  July  in  the  Southern 
Building,  which  is  located  in  the  financial  district  only  one  block  from 
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the  United  States  TreMurj.  The  apace  occupied  ie  Boom  V:  1,  <m 
the  street  floor,  close  to  the  H  street  entrance  of  the  hnildiag.  Here 
are  on  file  volumes  of  information  relating  to  CJongrees,  the  depart- 
ments of  the  Federal  Government,  and  the  city  of  Washington,  lor  the 
use  of  hankers.  From  the  day  the  office  was  opened  tiie  vofanne  of 
business  has  increased  steadily;  inquiries  are  answered,  cwmnlssioas 
undertalcen,  congressional  bills  and  government  publications  obtained 
and  forwarded  and  personal  attention  given  to  bankers  who  visit  the 
capital.  The  purpose  is  to  make  the  oflBee  a  source  and  means  of 
prompt  and  reliable  service  to  bankers.  As  this  agency  of  the  National 
Bank  Section  becomes  better  known  the  conveniences,  facilities  and 
helps  which  it  affords  will  be  recognized  and  tak^i  advantage  of  to  an 
extent  greatly  beyond  the  present  record.  There  really  is  illimitable 
opportunity  in  this  new  undertaking  to  so've  the  national  bankers  of 
the  United  States  from  the  country's  capital.  The  Secti<Mi's  horizon 
steadily  widens.  The  range  for  the  expansion  of  the  duties  and  activi- 
ties of  our  organization  is,  in  fact,  b^ond  our  present  comprehension. 

The  Executive  Committee  has  held  three  meetings — two  in  Hew 
York  and  one  at  White  Sulphur  Springs,  W.  Va. 

The  16  activities  adopted  by  the  Executive  Committee  have  been  the 
rules  of  practice  by  the  present  incumbent  throughout  the  year.  They 
are: 

1.  Conduct  a  campaign  for  a  100  per  cent,  membership  of  national 
banks  in  the  American  Bankers  Association. 

2.  Cooperate  with  the  Committee  on  Federal  Legislation  to  the  «id 
that  needed  constructive  legislation  only  shall  be  passed. 

3.  Make  arrangements  to  render  a  greater  amount  of  service  to  the 
members  in  connection  with  their  transactions  with  the  various  de- 
partments of  the  €k>vemment  at  Washington. 

4.  Give  attention  to  the  operations  of  the  so-called  discount  com- 
panies. Endeavor  to  have  laws  passed  that  will  require  public  record 
to  be  made  of  all  assigned  accounts. 

5.  Make  effort  to  get  a  National  Bank  Section  organized  within  each 
State  Bankers'  Association. 

6.  Define  duties  of  State  Vice-Presidents  and  organize  them  into  a 
council  to  meet  with  the  Executive  and  various  other  committeemen  ai 
the  Section  at  the  time  of  the  Annual  Convention  and  at  such  other 
times  as  may  be  deemed  necessary. 

7.  Arrange  for  periodical  communication  with  all  members  of  the 
Section. 

8.  Assist  in  a  campaign  of  education  and  publicity  designed  to  in- 
form the  bankers  relative  to  the  new  features  of  the  Federal  reserve 
system  covering  particularly  trade  and  bankers'  acceptances  and  for- 
eign banking,  so  far  as  it  relates  to  national  banks. 

V.     Create  a  Committee  on  Legislation  to  include  in  its  membership 
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as  ito  principal  representatiTe  In  each  state  the  Vice-Presidoit  ml  the 
Section  for  the  state. 

10.  Arrange  for  the  inclusion  in  the  Federal  Legislative  Coencil  of 
the  Vice-Presidents  of  the  American  Bankers  Association  and  the  Vice- 
Presidents  of  the  various  sections  of  the  American  Bankers  Association 
in  each  state. 

11.  Assist  in  the  preparation  of  up-to-date  forms  for  the  use  of 
banks.  Evolve  and  develop  improved  plans,  methods  and  litems  for 
the  various  departments  of  member  banks. 

12.  Have  a  special  committee  appointed  charged  with  the  responsi- 
bility of  studying  conditions  with  the  view  of  making  suggestions  to 
the  Bxecutive  Committee  of  the  Section  that  may  be  used  in  aiding  the 
banks  throughout  the  country  to  equip  themselves  so  as  to  render  the 
maximum  of  service  during  the  reconstruction  period. 

13.  Aid  in  every  possible  way  to  encourage  the  national  movement  to 
create  new  savers,  to  increase  thrift  and  industry  among  the  people 
throughout  the  country,  to  direct  credit  into  essential  channels  of  pro- 
duction and  to  mobilize  the  banking  resources  of  the  United  States  to 
the  maximum.  Also  study  the  field  of  savings  business  and  give  the 
members  of  the  Section  advice  and  information  as  to  how  to  build  up 
this  particular  department  of  their  business. 

14.  Accord  all  possible  aid  to  the  Treasury  and  various  other  de- 
partments of  the  Government  in  the  nation's  financial  program  and 
general  war  activities. 

15.  Impress  upon  the  public,  through  newspaper  publicity  and  other- 
wise, the  thought  that  no  individual  should  dispose  of  his  Liberty  Bond 
holdings,  either  in  exchange  for  other  securities  or  otherwise,  without 
first  consulting  with  his  banker. 

16.  Maintain  close  relations  with  the  Federal  Reserve  Board,  the 
Comptroller  of  the  Currency,  the  National  Association  of  Credit  Men, 
and  other  leading  business  organizations  whose  good- will  and  assist- 
ance are  essential  in  the  proper  solution  of  the  important  problems  that 
confront  the  bankers. 

The  correspondence  from  this  office  during  the  past  year  aggregated 
over  3,000  letters,  in  addition  to  upwards  of  7,600  form  letters  and 
questionnaires,  and  several  hundred  newspapers  were  mailed. 

As  representative  of  the  American  Bankers  Association,  the  Secre- 
tary has  attended  the  annual  conventions  of  bankers'  associations  in 
the  following  states:  Mississippi,  Arkansas,  New  York,  Ohio,  Minne- 
sota, North  Carolina,  and  West  Virginia.  He  also  attended  the  an- 
nual conventions  of  the  Credit  Association  of  the  Building  Trades  of 
New  York,  the  American  Acceptance  Council,  and  the  League  for  In- 
dustrial Rights;  and  the  conference  at  Washington  in  which  the  Agri- 
cultural Commission  of  the  American  Bankers  Association  and  repre- 
sentatives of  the  Federal  Government  participated. 
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At  the  meeting  of  the  Executive  Committee  at  White  Sulphur 
Springs,  in  May,  a  new  Section  symbol  was  adopted. 

The  membership  of  the  Section  has  increaeed  from  6,337,  August  SI, 
1918,  to  6,616  on  August  31,  1919,  a  gain  of  279  during  the  year.  On 
August  31,  1919,  there  were  1,289  non-member  national  banks. 

From  the  Comptroller's  office  it  is  learned  that  210  charters  were 
granted  to  national  banks  during  the  year  ending  August  31,  1919; 
that  268  banks  received  authority  to  increase  their  capital;  five  reduced 
their  capital;  that  the  net  authorized  increase  in  capital  is  $36,664,100; 
that  the  resources  of  national  banks  on  June  30,  1919,  were  $20,799,- 
660,000,  or  an  increase  of  $2,960,048,000  over  resources  of  June  29,  1918. 
There  were  two  failures  of  national  banks. 

Up  to  and  including  August  26,  1919,  the  number  of  national  banks 
that  had  been  granted  fiduciary  powers  by  the  Federal  Reserve  Board 
was  983.  Of  the  state  banks  of  the  country,  1,090  had  become  mem- 
bers of  the  Federal  reserve  system  on  that  date;  on  the  par  list,  July 
16,  1919,  there  were  8,848  member  and  12,071  non-member  banks. 

The  necrology  of  the  year  included  the  names  of  Nelson  Norman 
Lamport,  of  Chicago,  who  was  a  member  of  the  Executive  Committee, 
and  Gustavus  Warfield,  Jr.,  of  Elkins,  W.  Va.,  who  was  State  Vice- 
President  from  West  Virginia. 

From  August  31,  1918,  to  August  31,  1919,  the  expenses  of  this  Sec- 
tion amounted  to  $10,796.63.  As  the  appropriation  was  $10,760,  the 
Section's  deficit  at  the  end  of  the  fiscal  year  was  $46.63. 

In  closing  his  report  the  Secretary  mak^s  grateful  acknowli»djTni»nt 
of  the  constant  encouragement  and  assistance  whidi  he  haa  received 
from  the  devoted  officers  and  Executive  Committee  of  tlie  Section,  and 
from  his  associates  in  the  general  office  of  the  Association. 
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OFFICERS  OF  THE 

AMERICAN  INSTITUTE  OF  BANKING 

SECTION 

Ameeioan  Bankers  Association 

1919-1920 

Organized  as  a  Section  October  1,  1908 

PSESIDEin': 

GARDNER  B.  PERRY 
National  Commercial  Bank,  Albany,  N.  Y. 

Vice-President: 

STEWART  D.  BECKLEY. 

City  National  Bank,  Dallas,  Texas. 

Secretary  : 

RICHARD  W.  HILL, 

6   Nassau   Street,   New   York,   N.   Y. 

Educational  Director: 

GEORGE  E.  ALLEN, 

6  Nassau  Street,  New  York,  N.  Y. 
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O.  M.  W.  Spbagitb,  Chairman,  Professor  of  Banking  and  Finance  in 

Harvard  University,  Cambridge,  Mass. 
E.  W.  Kemmebeb,  Professor  of  Economics  and  Finance  in  Princeton 

University,  Princeton,  N.  J. 
Fbed  I.  Rent,  Bankers  Trust  Company,  New  York,  N.  Y. 
FSANK  C.  MoBTiHEB,  National  City  Bank,  New  York,  N.  Y. 
Geobgb  E.  Allen,  6  Nassau  Street,  New  York,  N.  Y. 


EXECUTIVE   COUNCIL 

(Term  Expibino  1920) 
J.  C.  Thomson   (ex-officio).  Northwestern  National  Bank,  Minneapolis, 

Minn. 
Stewabt  D.  Bbcklet   (ex-officio).  City  National  Bank,  Dallas,  Texas. 
Clabemce  a.  Rathbone,  First  National  Bank,  Haverhill,  Maae. 
WiLTBED  A.  RoPEB,  Bank  of  Commerce  &  Trusts,  Richmond,  Va. 
Frank  J.  Maubicb,  Federal  Reserve  Bank,  Detroit,  Mich. 
Fbank  B.  Mellen,  Union  Conmierce  National  Bank,  Cleveland,  Ohk>. 

(Tebm  Expibino  1921) 
Gabdneb  B.   Pebbt    (ex-officio).  National   Commercial   Bank,   Albany, 

N.  Y. 
John  S.  Cubran,  Anglo  &,  London  Paris  National  Bank,  San  Francisco, 

Cal. 
Thos.  H.  West,  Ladd  &  Tilton  Bank,  Portland,  Ore. 
Seveb  Daley,  Pioneer  State  Bank,  Denver,  Colo. 
Louis  C.  Gbobge,  Fifth-Third  National  Bank,  Cincinnati,  Ohio. 

(Tebm  Expibino  1922) 
Henbt  R.  Kinset,  Williamsburg  Savings  Bank,  Brooklyn,  N.  Y. 
B.  J.  McQuADE,  Liberty  National  Bank,  Washington,  D.  C. 
J.  H.  MoDowbll,  American  Trust  &  Banking  Company,  Chattanooga, 

Tens. 
JosiPH  J.  Schboiseb,  National  Bank  of  the  Republie,  Chicago,  111. 
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SUMMARY    OF    BUSINESS    TRANSACTED    AT    THE 

SEVENTEENTH    ANNUAL    MEETING     OP    THE 

AMERICAN  INSTITUTE  OF  BANKING  SECTION, 

AMERICAN    BANKERS    ASSOCIATION,    AT 

NEW  ORLEANS,  LA.,  OCTOBER  7-9,  1919 

The  seventeenth  annual  convention  of  the  American  Institute  of 
Banking,  held  at  New  Orleans  October  seventh,  eighth  and  ninth,  was 
truly  a  victory  celebration.  The  menace  of  military  might  and  the 
lust  of  empire  no  longer  occupied  the  thoughts  of  the  delegates.  In 
attendance  the  convention  was  the  largest,  in  enthiisiasm  the  most 
vigorous  and  in  results  the  most  successful  in  the  history  of  the 
organization.  Readjustment  problems  of  profound  significance  were 
consistently  considered  from  the  standpoint  of  banking.  The  program 
was  an  attractive  combination  of  interesting  speakers  and  interesting 
subjects.  The  entertainment  features  reflected  the  proverbial  hospital- 
ity of  American  Southland  blended  with  the  historic  graces  of  Franee 
and  Spain. 

First  Session — ^Tuesday  Mobiong 

J.  C.  Thomson,  President  of  the  Institute,  called  the  convention  i# 
order  in  the  Convention  Hall  of  the  Grunewald  Hotel  on  Tuesday 
morning.    The  program  of  the  first  session  was  as  follows: 

Invocation — By  Rev.  Father  John  M.  McCreary,  S.  J.,  College  of 
the   Immaculate   Conception. 

Greetings — Hon.  Martin  Behrman,  Mayor  of  the  City  of  New 
Orleans;  Emmet  Jones,  President  of  New  Orleans  Chapter. 

Response  to  Gbeetinos — Gardner  B.  Perry,  Vice-President  of  the 
American  Institute  of  Banking. 

Gbkbtings  fbom  the  AicERiOAN  BANKERS  ASSOCIATION — Address  hj 
Col.  F.  E.  Famsworth,  General  Secretary  of  the  American  Bankers 
Association. 

"Institute  Inventory" — Annual  address  by  the  President  of  the 
Institute,  J.  C.  Thomson,  Assistant  Cashier  of  the  Northwestern  Na- 
tional Bank  of  Minneapolis. 

RiTOBT  OF  THE  CHAPTER  SuRVET  COMMITTEE — In  the  absenoe  of 
James  Rattray,  Chairman  of  the  Chapter  Survey  Committee,  the  re- 
port of  that  committee  was  presented  by  M.  W.  Harrison,  a  member 
of  the  oonunittee.  The  delegates  were  requested  to  read  the  report  in 
order  that  they  might  be  fully  informed  when  the  matter  was  brou^^ 
before  them  for  action  at  the  business  session  of  the  convention. 

**THrB  South  of  Today"— Address  by  R.  S.  Hecht,  President  of 
the  Hibemia  Bank  and  Trust  Company  of  New  Orleans  and  Past 
President  of  the  Institute. 
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''Qreateb  Educational  FACiLmES  fob  the  Institute" — ^Addreu 
by  W.  A.  Day,  Deputy  Governor  of  the  Federal  Reserve  Bank  of 
San  Francisco. 

Committee  on  Departmental  Confebences — President  Thomson 
appointed  as  tlie  Committee  on  Departmental  Conferences:  Herbert  E. 
Stone  of  Boston,  Chairman;  New  Business,  D.  A.  Mullen  of  Pittsburgh; 
Audit,  H.  J.  Moore  of  San  Francisco;  Savings,  J.  F.  Wood  of  Ridi- 
mond;  Tellers,  H.  J.  Kneip  of  Albany;  OflSce  Managers,  C.  H.  Chaffee 
of  Philadelphia;  Transit,  A.  J.  Huglin  of  Des  Moines;  State  Chapters, 
W,  G.  Coapman  of  Milwaukee;  Collections,  W.  C.  Phillips  of  Seattle; 
Books,  H.  Pickrell  of  Chicago ;  Advertising  and  Publicity,  J.  B.  Birming- 
ham of  New  York;  Credit  and  Statistical,  Max  Steiner  of  Chicago; 
Federal  Reserve  Banks,  Bert  V.  Chappel  of  Cleveland. 

Committee  on  Cbedentials — ^The  President  appointed  as  the  Com- 
mittee on  Credentials:  R.  E.  Chambers,  Chairman,  of  New  Haven;  8. 
J.  Fuller  of  Atlanta,  P.  P.  Brown  of  Asheville,  J.  T.  Hanefy  of  Roches- 
ter, A.  S.  Banmiller  of  Harrisburg,  F.  D.  Rice  of  Dayton,  G.  H. 
Wagner  of  Indianapolis,  V.  S.  Fuqua  of  Memphis,  W.  J.  Stutzman  of 
St.  Paul,  F.  P.  Giltner  of  Joplin,  E.  P.  Gum  of  Oklahoma  City,  G. 
T.  Pierce  of  Tacoma. 

Be  on  Time  Committee — ^The  President  appointed  as  the  Be  on 
Time  Committee:  N.  E.  Bertel,  Chairman,  of  New  Orleans;  Frank  V. 
Moise  of  New  Orleans,  J.  H.  Guthans  of  New  Orleans,  T.  F.  Regan 
of  New  Orleans,  J.  R.  Parrish  of  Salt  Lake  City,  W.  B.  Kramer  of 
Scranton,  J.  H.  Trowbridge  of  New  York,  0.  S.  White  of  Philadelphia. 

Resolutions  Committee — ^The  President  appointed  as  the  Resolutions 
Committee:  R.  D.  Spaulding,  Chairman,  of  Chicago;  J.  H.  Puelicher 
of  Milwaukee,  P.  Sayward  of  Boston,  T.  Oas  of  Minneapolis,  O.  F. 
Allgaier  of  Spokane,  S.  D.  Beekley  of  Dallas,  C.  A.  Schacht  of  St  liouis. 

Second  Session — ^Tuesday  Afternoon 

The  second  session  was  entirely  devoted  to  the  debate  between  New 
York  Chapter  and  Chattanooga  Chapter.  The  question  at  issue  was: 
"Resolved,  That  Congress  Co-ordinate  the  Merchant-Marine  and  Rail- 
roads for  the  Purpose  of  Encouraging  Foreign  Trade."  The  Chairman 
of  the  National  Committee  on  Public  Speaking  and  Debate,  £.  A. 
Lahm  of  the  Citizens  Savings  Bank  of  New  York,  presided.  The  de- 
baters were  W.  L.  J.  Conway  of  the  Guaranty  Trust  Company  of  New 
York,  F.  G.  Newell  of  the  Metropolitan  Trust  Company  of  New  York 
and  W.  G.  F.  Price  of  the  National  City.  Bank  of  New  York,  for  New 
,  York  Chapter,  and  John  R.  Dean  of  the  Hamilton  National  Bank  of 
Chattanooga,  Russell  R.  Rushton  of  the  Chattanooga  Savings  Bank  of 
Chattanooga  and  Noble  J.  Simmons  of  the  Chattanooga  Savings  Buik 
of  Chattanooga  for  Chattanooga  Chapter.     The  judges  were  Dr.  M.  A. 
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Aldrich,  Dean  of  Tulane  UniTereity  of  New  Orleans;  L.  M.  Pool, 
President  of  the  Marine  Bank  and  Tmst  Company  of  New  Orleans, 
and  Hon.  H.  G.  Dnfour,  Attorney-at-Law  of  New  Orleans.  Decision  was 
for  Chattanooga. 

Pbesidbnts'  Conference — The  conference  of  chapter  presidents  was 
conducted  under  the  direction  of  the  Chairman  of  the  National  Com- 
mittee on  Chapter  Presidents'  Conference,  Andrew  T.  Matthew  of  the 
Bank  of  California,  N.  A.,  of  Portland.  The  conference  discussed  at 
length  the  report  of  the  Chapter  Survey  Committee  and  in  connection 
with  that  report  made  several  pertinent  suggestions  to  the  convention. 
It  was  found  that  the  time  alloted  to  the  conference  was  insufficient 
to  enable  it  to  discuss  all  the  matters  in  which  the  members  were  in- 
terested and  an  adjourned  conference  was  held  on  Thursday  afternoon. 
In  addition  to  a  discussion  of  chapter  presidents'  problems  the  follow- 
ing addresses  were  made  at  the  conference:  "Practical  Application  of 
Institute  Work,"  by  Godfrey  F.  Berger  of  New  York  Chapter;  ''Hold- 
ing the  Older  Members  and  Graduates/'  by  Howard  J.  Moore  of  San 
Francisco  Chapter;  "Study  of  Commercial  Law,"  by  William  W.  Allen, 
Jr.,  of  Philadelphia  Chapter,  and  "Chapter  Financing,"  by  Joseph  J. 
Farrell  of  New  Orleans  Chapter. 

Thibd  Session — ^Wednesday  Morning 

Vice-President  Gardner  B.  Perry  presided  at  the  third  session  of  the 
Convention  Wednesday  morning.  Following  is  an  outline  of  the  pro- 
gram: 

Invocation — By  Rev.  U.  G.  Foote,  Pastor  of  the  Rayne  Memorial 
M.  E.  Church. 

Educational  Director — At  the  request  of  President  Thomson,  George 
E.  Allen,  Educational  Director  of  the  Institute,  addressed  the  con- 
vention. 

ExBCunvB  CouNCii^— The  report  of  the  Institute  Executive  Council 
was  read  by  Educational  Director  George  E.  Allen.  The  Council  ap- 
proved the  proposed  amendments  to  sections  3  and  9  of  the  Institute 
by-laws  and  recommended  their  adoption.  The  convention  accordingly 
adopted  the  amendments.  Sections  3  and  0  of  the  Institute  by-laws, 
as  amended  provide  for  the  creation  of  the  office  of  secretary  of  the 
Institute  and  make  bank  officers  and  other  employees  outside  of  the 
jurisdiction  of  city  chapters  and  state  chapters  eligible  to  membership 
in  the  Correspondence  Chapter. 

"Has  the  War  Made  Us  Better  Bankers?" — Address  by  J.  Howard 
Ardrey,  Vice-President  of  the  National  Bank  of  Commerce  of  New 
York. 

"Practical  Banking" — A  symposium  on  Practical  Banking  was  con- 
ducted under  the  direction  of  John  S.  Curran,  Assistant  Cashier  of  the 
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Anglo  and  London-Paris  National  Bank  of  San  Franciaoo.  Papert 
were  read  by  the  following:  ''Modem  Bank  Machinery/'  Herbert  £. 
Stone  of  Boston,  D.  P.  Clifford  of  Toledo,  Joseph  J.  Schroeder  of 
Chicago,  P.  C.  Turman  of  Los  Angeles;  "Social  Side  of  Banking," 
by  Thomas  I.  Miller  of  Atlanta,  J.  F.  Wood  of  Richmond,  A.  £.  Cald- 
well of  Oakland;  ''New  Business,"  by  Don.  A.  Mullen  of  Pittsborgb, 
Otto  F.  AUgaier  of  Spokane,  Andrew  C.  Dorr  is  of  Nashville;  "^ank 
Adyertising,"  by  R.  D.  Spaulding  of  Chicago,  Thomas  F.  Regan  of  New 
Orleans,  R.  £.  Ross  of  St.  Paul;  "Trust  Departments,"  by  Peroeval 
Sayward  of  Boston,  W.  L.  Peel  of  New  York. 

Fourth  Session — ^Thursday  Mobnino 

This  entire  session  was  devoted  to  the  consideration  of  the  subject 
of  "Acceptances/* 

Invocation — The  Invocation  was  delivered  by  Freas  Brown  Snyder 
of  Philadelphia,  in  the  following  words:  "As  day  returns,  bringing  its 
petty  round  of  irritating  concerns  and  duties,  help  us  to  play  the  man, 
help  us  to  perform  them  with  laughter  and  kind  faces.  Let  cheerful- 
ness abound  with  industry,  and  give  us  to  go  blithely  on  our  business 
of  this  day,  and  bring  us  to  our  resting  beds  weary  and  content  and 
uttdishonored,  and  grant  us  in  the  end,  the  gift  of  sleep." 

"American  Discount  Corporations — Thkir  Purpose" — ^Address  by 
Jerome  Thralls,  Secretary-Treasurer  of  the  Discount  Corporation  of 
New  York.  An  interesting  discussion  followed  the  address  of  Mr. 
Thralls. 

"Objects  of  the  American  Acceptance  Council" — Address  by 
Robert  H.  Bean,  Executive  Secretary  of  the  American  Acceptance  Coun- 
cil, New  York. 

"The  American  Development  of  the  Acceptance  in  Commercial 
Lines"— Address  by  Freas  B.  Snyder,  President  of  W.  C.  Hamilton  A 
Sons  of  Philadelphia  and  formerly  Vice-President  of  the  First  National 
Bank  of  Philadelphia. 

Acceptances — A  symposium  on  Acceptances,  under  the  direction  of 
Freas  Brown  Snyder,  brought  out  some  interesting  discussion  on  this 
subject. 

Fifth  Session — ^Thursday  Afternoon 

"Foreign  Exchange  and  Its  Relation  to  Foreign  Trade" — ^Address 
by  John  Bolinger,  Vice-President  of  the  National  Shawmut  Bank  of 
Boston. 

"The  Business  Man  in  Commercial  Organization" — ^Address  by 
F.  N.  Shepherd,  Field  Manager  of  the  Chamber  of  Commerce  of  the 
United  States,  Washington,  D.  C. 

Reports   of   Committees — ^The   following   committees   presented   re- 
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ports  which  were  received  and  filed:  Membership,  Bruce  Baird,  Chair- 
man;  Public  Speaking  and  Debate,  £.  A.  Lahm,  Chairman;  Program, 
Stewart  D.  Beckley,  Chairman;  Transportation,  Henry  H.  Aehle,  Chair- 
man; Public  Affairs,  Gardner  B.  Perry,  Chairman. 

Institdte  Resolutions — ^The  Committee  on  Resolutions  submitted 
the  following  report  which  was  enthusiastically  adopted  by  the  con- 
vention. 

The  most  appalling  war  the  world  has  ever  known  has  ended 
and  we  are  fortunately  able  to  enjoy  once  more  the  blessings  of  peace. 

At  the  present  time  we  are  confronted  with  numerous  important 
problems  aue  to  economic  changes  resulting  from  the  war,  but  we  look 
forward  to  the  future  with  confidence  and  believe  that  the  sinister 
motives  of  tiiose  who  have  attempted  to  spread  abroad  in  our  land 
the  seeds  of  bolshevism  and  other  similar  doctrines  are  rapidly  becom- 
ing evident  to  every  one  and  soon  will  be  entirely  discredited. 

Ours  is  an  educational  aasociation  organized  for  the  benefit  oi  the 
banking  fraternity  of  the  country  and  within  our  membership  nuty 
be  found  on  an  equal  basis  both  employees  and  employers,  and  ia  full 
appreciation  of  the  opportunities  which  our  country  and  its  established 
institutions  afford,  and  especially  in  appreciation  of  the  fact  that  the 
profession  of  banking  affords  to  its  dili^nt  and  loyal  members  es- 
pecial opportunities  for  promotion  to  official  and  managerial  positions, 
and  as  a  result  of  the  establishment  and  maintenance  of  the  merit 
system  in  most  banks  a  large  number  of  Institute  members  have  through 
individual  application  achieved  marked  professional  success;  we  at  all 
times  and  under  all  circumstances  stand  for  the  merit  system  and 
for  the  paying  of  salaries  according  to  the  value  of  the  service  ren- 
dered. 

We  believe  in  the  equitable  cooperation  of  employees  and  em- 
ployers and  are  opposed  to  all  attempts  to  limit  individual  initiative 
and  curtail  production,  and  insofar  as  our  profession  is  concerned, 
are  unalterably  opposed  to  an^  plan  purporting  to  promote  the  ma- 
terial welfare  of  our  members,  mdividuallv  or  coflectively,  on  any  other 
basis  than  that  of  efficiency,  loyalty  and  unadulterated  Americanism. 

Intelligent  and  systematic  practice  of  thrift  develops  a  higher  type 
of  individual  and  increases  the  economic  strength  of  the  nation;  we 
therefore  pledge  ourselves  to  continue  in  cooperation  with  the  several 
bureaus  and  departments  of  the  government  and  also  such  other  or- 
ganizations or  agencies  as  are  engaged  in  promoting  public  and  private 
thrift.  We  especially  pledge  ourselves  to  support  and  work  for  the 
success  of  the  thrift  plans  being  made  for  the  week  beginning  January 
7,  1920,  by  the  War  Loan  Organization  of  the  Treasurv  Department. 

To  the  bankers  and  citizens  of  New  Orleans,  and  to  the  members  of 
New  Orleans  Chapter,  we  express  our  hearty  thanks  and  appreciation 
for  their  cordial  hospitality.  We  also  express  our  thanks  and  appre- 
ciation to  Mavor  Behrman  for  his  warm  welcome,  and  to  the  several 
speakers  for  their  very  instructive  and  inspiring  addresses. 

To  the  officers  and  the  several  committees  oi  the  Institute,  and  es- 
pecially to  the  Transportation,  Program  and  Arrangement  Committees 
we  express  our  appreciation  for  their  work  in  making  possible  the 
holding  of  such  a  successful  convention. 

To  the  Ladies*  Committee  of  New  Orleans  Chapter,  we  express  our 
sincere  thanks  and  appreciation  for  the  courtesies  which  they  have 
so  graciously  tendered. 
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To  our  Educational  Director  for  the  able  manner  in  whidi  the  educa- 
tional work  of  the  Institute  has  been  conducted,  we  ezprese  onr  ap* 
preciation  and  take  this  opportunity  to  offer  assurance  of  o\ir  earnest 
cooperation  and  support. 

The  American  Bankers  Association  has  continued  to  encourage  and 
support  our  work  and  we  express  to  the  Officers  of  the  Aseoeiatioii 
our  thanks  for  their  keen  interest  in  our  progress  and  welfare. 

During  the  past  year  several  local  conferences  of  Chapter  Presidents 
have  been  held  and  much  good  has  resulted  therefrom  and  we  suggest 
to  the  Executive  Council  that  the^  consider  the  advisability  of  masing 
definite  plans  for  the  holding  of  similar  conferences  at  stated  intervals 
in  the  future. 

Most  chapters  in  the  Institute  hold  their  annual  elections  during 
the  month  of  May,  thus  affording  their  newly  elected  officers  an  oppor- 
tunity to  plan  their  educational  and  other  activities  durinff  the  summer 
months.  We  believe  that  it  would  be  of  advantage  to  local  chapter 
officers  to  have  the  Convention  of  the  Institute  held  early  in  the  summer 
thus  giving  them  an  opportunity  to  meet  and  confer  with  other  Insti- 
tute leaders  before  definitely  arranging  their  annual  programs.  The 
advisability  of  holding  our  conventions  at  an  earlier  diU«  is  submitted 
to  the  Executive  Council  for  their  very  careful  consideration. 

Increased  expenses  resulting  from  an  extension  of  our  educational 
activities  leads  us  to  believe  that  it  would  be  advisable  to  confer  with 
the  officers  of  the  American  Bankers  Association  regarding  our  finances 
and  we  therefore  request  them  to  receive  our  newly  elected  President 
and  his  two  immediate  predecessors  in  office  as  a  committee  authorized 
to  discuss  plans  for  closer  financial  cooperation. 

The  movement  to  introduce  trade  and  bankers'  acceptances  into  more 
general  use  has  grown  in  importance  and  the  advisability  of  making 
so  extensive  a  change  in  American  business  methods  is  receiving  the 
careful  attention  of  leading  business  men  and  bankers.  We  recom- 
mend that  the  proper  use  of  acceptances  and  the  growth  of  this 
movtfnent  be  studied  exhaustively  by  our  members. 

These  then  are  the  sentiments  of  the  delegates  to  the  seventeenth 
annual  convention  of  the  American  Institute  of  Banking,  in  executive 
session  assembled  at  New  Orleans,  Louisiana,  this  ninth  day  of  October, 
1919. 

Respectfully  submitted: 

Ralph  D.  Spauldinq,  Ohairmam^ 

J.    H.    PUEUCHEB, 

P.  Saywabd, 
T.  Oas, 

O.  F.  Alloai^ 
S.  D.  BmcKLBY, 

C.  A.   SCHACHT, 

Committee  an  Reeoluiian^ 

Delboatbs  IN  Ativndance — ^The  Committee  on  Credentials  submit- 
ted a  report  which  was  adopted  1^  the  convention  showing  that  del^^tes 
were  in  attendance  from  the  following  chapters:  Akron,  Albany,  Ashe- 
ville,  Atlanta,  Baltimore,  Birmingham,  Baltimore,  Boston,  Buffalo, 
Bridgeport,  Chattanooga,  Chicago,  Cincinnati,  Cleveland,  Dallas,  Dan- 
ville, Dayton,  Denver,  Des  Moines,  Detroit,  Harrisburg,  Hartford,  In- 
dianapolis, Jacksonville,  Joplin,  Kansas  City,  Los  Angeles,  Lynchburg, 
Memphis,  Milwaukee,  Minneapolis,  Nashville,  New  Haven,  New  Orleans, 
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New  York  City,  Oakland,  Omaha,  Philadelphia,  Pittsburgh,  Portland, 
Providenoe,  Kochester,  Richmond,  Sacramento,  Salt  Lake  City,  San 
Francisco,  Scranton,  Seattle,  Spokane,  St.  Louis,  St.  Paul,  Syracuse, 
Taeoma,  Toledo,  Utica,  Washington,  Wheeling,  Oklahoma  State,  Texas 
State,  Wisconsin  State  and  Correspondence  Chapter.  The  number  of 
delegates  in  attendance  was  about  625,  representing  a  voting  strength 
of  860. 

Convention  City — Perceval  Sayward,  President  of  Boston  Chapter, 
presented  an  invitation  to  the  delegates,  in  behalf  of  Boston  Chapter, 
to  hold  their  1920  convention  in  the  city  of  Boston.  His  invitation 
was  enthusiastically  received  and  unanimously  accepted. 

New  Institutb  Offigebs — ^The  following-named  officers  were  duly 
elected: 

President — Gardner  B.  Perry,  National  Commercial  Bank,  Albany, 
N.  Y. 

Vice-President — Stewart  D.  Beckley,  City  National  Bank,  Dallas,  Tex. 

Members  Executive  Council — Henry  R.  Kinsey,  WHlliamsburg  Savings 
Bank,  Brooklyn,  N.  Y.;  £.  J.  McQuade,  Liberty  National  Bank,  Wash- 
ington, D.  C;  J.  H.  McDowell,  American  Trust  and  Banking  Com- 
pany, Chattanooga,  Tenn.;  Joseph  J.  Schroeder,  National  Bank  of  the 
Republic,  Chicago,  111. 

Subsequently,  at  a  meeting  of  the  new  Executive  Council,  Richard 
W.  Hill  was  appointed  secretary  of  the  Institute. 

Banquet — On  Wednesday  evening,  New  Orleans  Chapter  tendered  a 
banquet  to  the  visiting  delegates  at  the  Grunewald  Hotel.  Hon. 
Charles  A.  O^eill,  Justice  of  the  Supreme  Court  of  the  State  of 
Louisiana,  was  the  toastmaster.  Addresses  were  made  by  Paul  H. 
Saunders,  President  of  the  Canal-Commercial  National  Bank  of  New 
Orleans;  John  H.  Puelicher,  Vice-President  of  the  Marshall  and  Ilsley 
Bank  of  Milwaukee;  J.  C.  Thomson,  retiring  Institute  President,  and 
George  £.  Allen,  Educational  Director  of  the  Institute. 

Entebtainment  Features —  The  early  arrivals  on  Saturday,  October 
4,  were  guests  at  luncheon  in  the  dining  room  of  the  Hibernia  Bank  ft 
Trust  Company,  and  in  the  afternoon  were  piloted  to  Pass  Christian 
on  the  Gulf  of  Mexico,  where  they  were  entertained  at  the  Hibernia 
Cottage  Saturday  and  Sunday.  The  special  trains  carrying  the  Insti- 
tute delegates  followed  one  another  into  New  Orleans  all  day  Monday 
and  the  Grunewald  lobby  resembled  a  large  family  reunion. 

The  gentlemen  were  entertained  at  a  smoker  Monday  evening  and 
the  ladies  thoroughly  enjoyed  a  well  arranged  theatre  party.  On 
Tuesday  the  ladies  were  conveyed  to  the  Southern  Yacht  Club  for 
luncheon,  after  which  they  were  entertained  by  a  delightful  concert. 
On  Tuesday  evening  the  delegates  and  ladies  were  taken  by  special 
cars  to  the  Spanish  Fort  where  they  danced  until  midnight.    On  Wed- 
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seAUj  the  delegates  were  splendidly  entertained  on  board  tlie  steamer 
Sidney  which  cruised  up  and  down  the  Mississippi  River.  Om  Thurs- 
day the  ladies  were  invited  to  lunch  at  the  Pidcwidc  CluK  On  the 
same  evening  motors  and  special  trolleys  took  the  delegates  and  the 
ladies  to  a  reception  and  dance  at  the  Country  Club.  On  Friday  the 
cotton  warehouse  and  docks  and  tiie  plant  of  the  American  Sugar 
Refining  Company  were  inspected.  Some  of  the  delegates  left  New 
Orleans  on  Friday;  about  160  boarded  the  steamship  Creole  on  Satur- 
day, for  New  York  where  they  arrived  after  a  wonderful  five-day  trip. 
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OFFICERS 
STATE  SECRETARIES  SECTION 

American  Bankebs  Association 
1919-1920 

Organized  October  7,  1910 

Pubsidknt: 
ROBERT  E.  WAIT, 
Secretary   Arkansas    Bankers   Association,   Little    Rook. 

FiBST  Vios-Pbebidbnt: 

D.  8.  KLOSS, 

Secretary  Pennsylvania  Bankers  Association,  Tyrone 

Second  Vice-Psesidbitt  : 
ANDREW  SMITH, 
Secretary  Indiana  Bankers  Association,  Indianapolis 

Secbettabt-Tbeasubee  : 

M.  A.  GRAETTINGER, 

Secretary  Illinois  Bankers  Association,  Chicago 

BOARD  OF  CONTROL 
RoBEBT  E.  Wait,  Secretary  Arkansas  Bankers  Association,  Little  R«ok. 

D.  S.  Kloss,  Secretary  Pennsylvania  Bankers  Association,  Tyrone. 

E.  P.  GuK,  Secretary  Oklahoma  Bankers  Association,  Oklahoma  Ciif. 
W.  C.  MoFAODEif,  Secretary  North  Dakota  Bankers  Associatiom,  Farg«. 
E.  A.  Havens,  Secretary  Rhode  Island  Bankers  Association,  ProTtdeaee. 
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NINTH  ANNUAL  MEETING  OP  THE  STATE 

SECRETARIES    SECTION,   AMERICAN 

BANKERS  ASSOCIATION 

Being  the  Eighteenth  Annual  Meeting  of  the  Organization  of 
Secretaries  of  State  Bankers  Association,  at  St.  Louis 

September  30-October  1,  1919 

By  M.  a.  Oraettinoer,  Secretary 

An  interesting  program  was  arranged  for  the  annnal  meeting 
of  the  State  Secretaries  Section,  which  was  divided  into  two 
sessions  in  order  to  coincide  with  the  general  program,  the  first 
being  held  in  the  Ball  Room  on  the  16th  floor  of  the  Statler 
Hotel  Tuesday  afternoon,  September  30,  and  the  second  in  the 
Banquet  Room  on  the  17th  floor  of  the  Statler  Hotel  Wednes- 
day afternoon,  October  1.  President  Colbum  of  California, 
presided.  Twenty-nine  Secretaries  answered  to  the  roll  call  and 
there  were  also  a  few  Assistant  Secretaries  present.  All  formal 
addresses  were  eliminated,  the  time  being  devoted  to  discussions 
of  special  subjects  as  designated  on  the  program,  followed  by  an 
open  forum  on  all  matters  associational  and  secretarial,  under 
the  topic:  "Shop  Talk.'' 

The  work  of  the  year  was  comprehensively  covered  by  the 
Secretary's  report,  which  also  contained  several  recommenda- 
tions. Its  various  features  were  considered  seriatim,  the  first 
item  being  the  Service  Bulletin,  which  the  Secretary  stated  was 
a  new  feature  of  the  Section's  activities  inaugurated  during  his 
administration,  its  mission  being  to  disseminate  information 
gathered  from  the  Secretaries  of  the  various  associations  and 
the  fact  that  some  very  commendatory  letters  had  been  received 
from  Section  members  and  officials  of  the  A.  B.  A.  indicated 
that  it  had  been  successful  in  supplying  the  need  for  such  a 
medium. 
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In  speaking  of  the  future  possibilities  of  the  Service  Bulletin, 
the  Secretary  said : 

"While  the  Bulletin  is  still  in  its  infancy,  my  short  experience  in 
editing  it  has  only  served  to  strengthen  my  original  belief  in  its 
great  possibilities  for  effective  service  and  I  have  no  doubt  that  the 
future  will  open  many  new  avenues  of  activity.  I  am  particularly 
impressed  with  the  value  of  its  mediimiship  in  Federal  legislative  mat- 
ters, when  it  is  necessary  to  concentrate  the  influence  of  all  the  bankers' 
associations  either  for  or  against  proposed  legislation,  and  also  in 
keeping  the  members  closely  in  touch  with  what  is  going  on  in 
Washington.  Perhaps  its  greatest  opportunity  to  render  valuable  ser- 
vice is  in  connection  with  the  protective  work,  where  there  is  need  of 
an  avoidance  of  duplication  of  effort  and  where  quick  action  is  necessary 
to  apprehend  a  criminal. 

''While  it  is  true  that  the  work  of  the  associations  in  the  various 
states  is  dissimilar,  as  they  do  not  all  specialize  along  the  same  lines, 
fundamentally,  it  is  the  same,  and  the  general  knowledge  of  what  is 
being  done  by  the  'other  associations'  will  help  each  secretary  and  make 
his  work  easier  and  more  effectual  irrespective  of  the  soope  of  the 
activities  of  his  association. 

"I  am  very  optimistic  as  to  the  future  possibilities  of  the  Bulletin, 
but  I  hav€»  also  been  impressed  with  some  of  the  obstacles  to  be  over- 
come if  it  is  to  attain  the  full  measure  of  these  possibilities.  I  have 
no  doubt  that  all  the  Secretaries  do  wish  to  cooperate  to  the  fullest 
extent,  but  it  would  seem  that  some  have  not  yet  seen  the  advantages 
offered  by  the  Bulletin  in  bringing  about  an  interchange  of  Ideas  and 
do  not  realize  that  this  service  can  only  be  of  benefit  if  all  take  an 
active  interest  and  comply  with  requests  promptly." 

It  was  unanimously  voted  to  continue  the  Service  Bulletin  in 
its  present  form. 

Eeferring  to  finances,  it  was  reported  that  disbursements  for 
the  year  amounted  to  $2,547.47,  whereas  the  total  appropriation 
of  the  Executive  Council  amounted  to  $2,250.00,  leaving  a  debit 
balance  of  $297.47. 

The  Secretary's  recommendation  that  the  publication  of  the 
Section  proceedings  in  a  separate  book  be  discontinued  and  that 
hereafter  they  be  incorporated  in  the  general  book  of  the 
A.  B.  A.,  was  adopted,  it  being  the  consensus  of  opinion  that 
this  would  be  a  more  practicable  arrangement  from  both  the 
standpoint  of  economy  and  distribution. 

A  budget,  providing  for  an  expenditure  of  $4,000  for  the 
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ensuing  year^  was  presented,  which  the  Secretary  announced  had 
received  the  approval  of  the  Board  of  Control  at  a  meeting  held 
on  September  29,  and  had  been  so  filed  with  General  Secretary 
Famsworth. 

An  interesting  report  was  presented  by  Secretary  W.  C.  Mac- 
fadden  of  North  Dakota,  Chairman  of  the  Committee  on 
Forms — the  other  members  being  M.  A.  Graettinger,  Illinois; 
George  D.  Bartlett,  Wisconsin;  George  H.  Richards,  Minne- 
sota— who  said  that  after  a  general  discussion  of  the  subject  of 
Bank  Forms,  the  Committee  had  deemed  it  advisable,  in  view 
of  the  new  conditions  arising  from  the  issuance  of  the  great 
volume  of  Liberty  Bonds,  to  concentrate  its  efforts  upon  the 
preparation  and  recommendation  of  forms  for  the  handling  of 
Liberty  Bonds  and  other  negotiable  securities  by  banks.  Four 
forms  were  therefore  agreed  upon. 

Firsts  a  form  of  receipt  for  bonds  left  with  the  bank  for  safekeeping 
with  an  agreement  to  return  the  identical  bonds  left  with  the  bank. 
Second,  a  form  of  receipt  for  the  same  purpose  but  not  agreeing  to 
return  the  identical  bonds  left  with  the  bank.  Thirds  a  form  of  receipt 
and  rental  agreement  for  safety  deposit  boxes,  and  fourth,  a  Reoord 
Book  to  be  used  exclusively  for  keeping  a  record  of  bonds  and  nego- 
tiable securities  left  with  the  bank  for  safekeeping. 

Secretary  W.  F.  Macfadden  stated  that  in  the  forms  of  receipts  and 
safety  deposit  box  rental  agreement,  the  liability  of  the  bank  waa  dis- 
tinctly stipulated  and  the  wisdom  of  the  use  of  forms  of  this  kind 
had  been  demonstrated  by  the  fact  that  within  f^e  past  two  months 
banks  not  using  a  proper  form  of  receipt  for  negotiable  securities  left 
for  safekeeping,  had  been  involved  in  litigation  of  an  expensive  and 
annoying  character. 

He  further  stated  that  copies  of  all  the  forms  agreed  upon 
by  the  committee  had  been  sent  to  all  members  of  ihe  Sediosk 
by  Secretary  Graettinger,  and  through  the  efforts  of  some  of  the 
members,  the  forms  recommended  had  been  generally  adopted 
by  a  number  of  associations. 

The  Committee  expressed  its  belief  in  the  existence  of  an 
opportunity  for  rendering  valuable  service  in  the  continuance 
•f  the  effort  to  standardize  forms  used  by  banks  and  especially 
the  effort  to  standardize  the  size  of  checks,  drafts,  certificates 
•f  ieposit  and  cashier's  checks.    It  also  recommended  the  use 
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of  separate  and  distinct  forms  of  time  certificates  and  demand 
certificates  and  that  the  records  of  such  certificates  be  kept  im 
separate  registers  in  the  smaller  banks,  as  is  generally  done  in 
the  larger  banks.  On  motion^  the  report  was  accepted  and  the 
committee  continued. 

Secretary  George  H.  Eichards  of  Minnesota,  in  opening  the 
discussion  on  "The  Daylight  Hold-Up  Menace  and  Other  Mat- 
ters Protective/*  described  a  plan  which  he  said  is  being  used 
with  very  good  effect  by  the  banks  in  Minnesota.  This  provides 
for  the  installation  of  an  inexpensive  electric  alarm  connecting 
with  the  office  or  place  of  business  of  some  of  the  bank's 
directors  or  stockholders,  who  would  be  provided  with  sawed  off 
shotguns.  Mr.  Bichards  stated  that  the  only  objection  to  this 
plan  is  the  fact  that  there  would  be  a  liability  attaching  to  the 
bank  in  the  event  an  innocent  person  was  injured  as  a  result  of 
the  discharge  of  these  guns.  However,  he  considered  the  chance 
of  such  liability  occurring  very  remote,  believing  that  it  would 
seldom  be  necessary  to  use  the  guns,  and  called  attention  to  the 
fact  that  banks  are  assuming  a  far  greater  liability  every  day 
under  the  Workmen's  Compensation  law  through  exposing  their 
officers  and  office  force  to  the  hazard  of  the  daylight  hold-up 
artists. 

It  was  the  sense  of  the  meeting  that  the  Secretaries  should 
recommend  to  members  in  their  respective  states  the  great 
desirability  of  surrounding  themselves  with  every  possible  safe- 
guard against  daylight  hold-up  in  accordance  with  some  of  the 
following  suggestions  offered : 

InitallatioB  of  a  simple  electric  alarm  connecting  with  nearby 
etorea,  where  responsible  persons  shall  be  provided  with  firearms. 

That  banks  in  smaller  communities  close  during  the  noon  hour  te 
avoid  the  danger  of  haying  only  one  person  in  charge. 

Having  as  little  cash  as  possible  on  the  counters;  keeping  the 
remainder  in  the  safes  under  lock. 

That  the  bolts  <»  the  vault  door  be  thrown  when  the  door  is  ope* 
so  aa  to  prevent  the  possibility  of  anyone  being  locked  in. 

That  an  electric  torch  be  provided  within  the  vault,  also  written 
directions  as  to  how  to  proceed  to  notify  the  surrounding  neighborhood 
to  be  on  the  lookout  for  the  criminals  in  case  of  an  attack. 

It  was  also  suggested  that,  the  Secretaries  bring  to  the  attention  ef 
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the  banks  that  investment  in  burglar  alarms  will  materially  decrease 
the  cost  of  their  burglary  insurance. 

Secretary  Gum  of  Oklahoma,  asked  for  the  support  of  all  the 
members  for  the  bill  introduced  in  the  Senate  by  Senator  Gore, 
as  a  result  of  a  resolution  adopted  by  the  Oklahoma  Bankers 
Convention,  making  bank  burglary  a  federal  offense,  as  follows : 

"To  provide  that  robbery  of  a  Federal  reserve  bank  or  member  bank 
shall  constitute  a  felony  and  for  other  purposes.  Be  it  enacted  by  the 
Senate  and  House  of  Representatives  of  the  United  States  of  America  in 
Congress  assembled: 

**That  any  person  who  assaults  any  oflScer  or  employe  of  any  Federal 
reserve  bank  or  member  bank,  as  defined  in  the  Federal  Reserve  Act 
approved  December  23,  1913,  within  the  building  occupied  by  any 
such  bank,  with  intent  to  rob,  steal  or  purloin  any  money,  securities 
or  other  personal  property  in  the  custody  or  possession  of  such  bank, 
or  forcibly  breaks  into  or  attempts  to  break  into  any  such  bank  with 
intent  to  commit  therein  any  larceny  or  depredation,  or  robs  or  attempts 
to  rob  any  such  bank,  shall  be  guilty  of  a  felony,  and  upon  conviction 
for  first  offense  under  this  section  shall  be  punished  by  a  fine  of  not  less 
than  two  thousand  dollars,  or  imprisonment  for  not  leas  than  two 
years  n(H>  more  than  ten  years,  or  by  both  such  fine  and  imprisonment; 
and  any  such  person  who  in  effecting  or  attempting  to  effect  such  rob- 
bery or  forcible  entry,  wounds  or  injures  any  ofiicer  or  employe  of 
such  bank,  or  who  puts  the  life  of  any  such  person  in  jeopardy  by 
the  use  of  a  dangerous  weapon,  or  is  convicted  of  a  subsequent  offense 
under  this  section,  shall  be  punished  by  imprisonment  for  not  exceed- 
ing twenty-five  years." 

Secretary  Gum  explained  that  it  was  necessary  to  stipulate  m 
the  bill  that  the  bank  must  be  a  member  of  the  Federal  Beserre 
System  because  such  banks  as  are  not  members  of  the  Federal 
Reserve  System  are  not  under  the  jurisdiction  of  the  United 
States  Congress  and  cannot  be  so  regulated.  The  bill  has  been 
referred  to  the  Senate  Judiciary  Committee  and  is  expected  to 
be  reported  out  at  any  time. 

'^Sectional  Conferences  of  Secretaries"  was  discussed  by  Sec- 
retary Bartlett  of  Wisconsin,  who  advocated  group  conferences 
of  association  officials  as  a  valuable  medium  for  securing 
cooperation  throughout  the  entire  country  in  connection  with 
protective  work  and  to  broaden  the  real  work  of  the  Secretaries 
Section.    He  said  in  part: 
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"The  Seeretaries  of  the  Eastern  and  New  England  States  could  pro- 
vide a  splendid  representation,  and  with  very  little  expense  to  each 
association.  The  western  states  are  so  extended  in  territory,  that  it 
would  necessitate  a  greater  mileage  and  therefore  a  greater  expense, 
but  if  the  Presidents  and  Secretaries  of  eight  or  ten  western  states 
could  assemble  at  the  most  central  point,  even  though  it  be  among 
the  Mormons,  I  am  positive  each  association  would  benefit  in  the  fu- 
ture years,  and  by  the  increased  membership  alone,  would  more  than 
provide  additional  funds  with  which  expenses  could  be  met." 

Secretary  Haynes  McFadden  of  Georgia  led  the  discussion  on 
^TJniform  State  Banking  Laws''  and  brought  out  the  fact  that 
the  new  banking  act  adopted  by  his  State  is  a  composite  of  all 
the  good  laws  in  the  various  states.  For  many  years  anyone 
could  put  up  a  sign  and  open  a  bank  in  Georgia,  but  this  will  be 
done  away  with  when  the  new  law  goes  into  effect  January  1. 

"Safeguarding  Liberty  Bonds  of  Customers"  was  a  pertinent 
subject  given  consideration  by  the  meeting  and  Mr.  Fred  Bow- 
man^  Assistant  Secretary  from  Kansas,  offered  the  plan  of  the 
banks  making  a  charge  to  their  customers  for  the  care  of  their 
bonds,  carrying  them  in  the  safe  covered  by  ample  insurance. 

Secretary  Hoyt  of  Connecticut  said  his  bank  followed  a  plan 
whereby  bonds  were  received  from  customers  and  credited  on  the 
savings  account,  the  bank  carrying  them  in  their  assets  at  par, 
and  paying  interest  on  them  at  3  per  cent,  per  annum. 

The  fact  that  moving  pictures  may  be  used  to  good  advantage 
in  educating  the  public  to  work,  save  and  invest,  was  forcibly 
brought  out  by  a  discussion  of  ^Thrift  Propaganda  by  Means 
of  Moving  Pictures,"  which  was  graphically  illustrated  by  mov- 
ing pictures  shown  by  the  Rothacker  Film  Manufacturing  Com- 
pany of  Chicago. 

Secretary  Bartlett  brought  up  the  matter  of  the  exchange 
of  Liberty  Bonds  and  upon  action  of  the  meeting,  the  following 
telegram  was  sent  to  the  Treasury  Department  at  Washington : 

R.  C.  Leffingwell,  Asst.  Treasurer, 
U.  S.  Treasury  Department, 
Washington,  D.  C. 
Secretaries  thirty  state  bankers*  associations  in  conference  assembled 
urge  upon  Treasury  plan  for  exchange  or  conversion  of  Liberty  Bonds 
by   consignment — prior   to   payment — of    reasonable   amount   to    banks 
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baaed  upon  capital.    We  pledge  cooperation  in  extending  publiiilf  and 
appreciation  of  banks  in  our  statea. 

State  Seeretariea  Seotioa, 
American  Bankers  AaaoeiatioB. 

The  matter  of  Banking  Education  was  taken  up  and  the 
great  need  of  some  form  of  textbook  in  the  public  schools  which 
would  practically  bring  to  pupils  the  real  purpose  and  intent  of 
the  banking  business,  was  discussed.  It  was  explained  that  at 
the  meeting  of  the  Executive  Goimcil  of  the  American  Bankers 
Association  at  White  Sulphur  Springs,  a  resolution  was  passed 
asking  the  State  Secretaries  in  cooperation  with  the  American 
Institute  of  Banking  and  Dr.  P.  P.  Glaxton,  United  States 
Oommissioner  of  Education,  to  prepare  a  textbook  on  Elemen- 
tary Banking  and  Finance  suitable  for  use  in  the  elamentaiy 
and  high  schools  and  to  secure  its  introduction  into  such 
schools  of  the  United  States,  the  object  being  to  educate  the 
public  mind  in  banking  and  finance  so  that  the  people,  as  a 
whole,  may  approach  banking  problems  with  greater  under- 
standing. It  was  stated  that  a  report,  prepared  by  the  Educa- 
tional Director  of  the  American  Institute  of  Banking  had  been 
presented  to  the  conyention  on  behalf  of  the  two  sections,  whidi 
had  resulted  in  the  appointment  of  a  Committee  on  Bducati<Hi. 
On  motion  of  Secretary  Wait  from  Arkansas,  unanimously 
carried,  it  was  agreed  that  the  Secretaries  Section  should  request 
the  incoming  A.  B.  A.  President,  Mr.  Hawes,  to  appoint  one 
member  of  the  Section  on  that  Committee. 

Vice-President  Hawes  made  a  short  talk  in  which  he  touched 
upon  the  general  labor  situation  and  called  attention  to  the 
necessity  of  urging  the  bankers  to  use  their  influence  to 
eradicate  Bolshevik  tendencies. 

Mr.  John  S.  Drum,  the  Association's  Second  Vice-President, 
made  a  brief  address,  in  which  he  lauded  the  Section  for  its 
work  and  said  he  considered  it  one  of  the  important  branches 
of  the  A.  B.  A.  He  spoke  for  a  cohesive  and  unified  banking 
system  in  order  that  this  country  may  absorb  the  foreign  credits 
which  will  have  to  be  handled.  He  asked  that  aU  bankers  study 
these  problems  in  order  that  a  satisfactory  solution   may  be 
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reached^  and  advocated  that  the  state  convention  programs 
include  diflcnseions  of  them  by  forceful  bankers. 

Col.  Famsworth  favored  the  meeting  with  his  presence  and 
stated  that  it  would  be  the  last  time  he  would  appear  before 
the  Secretaries  as  General  Secretary^  as  he  had  contracted  with 
a  new  business  organization  in  New  York  to  serve  as  its  presi- 
dent and  had,  therefore,  decided  to  withdraw  from  the  Secre- 
taryship of  the  Association.  He  read  a  letter  addressed  to 
President  Maddox  stating  that  he  had  made  a  connection  with 
the  Bankers  Statistics  Corporation,  and  would  therefore  not  be 
a  candidate  for  re-election,  but  if  the  Executive  Council  deemed 
it  necessary,  he  would  serve  for  a  short  time  until  his  successor 
could  be  selected.  He  expressed  his  regret  at  severing  his 
connection  with  the  A.  B.  A.  and  his  association  with  the  State 
Secretaries  Section — as  he  was  one  of  the  founders  of  the  organ- 
ization of  Secretaries  and  valued  very  highly  the  many  friends 
he  had  in  that  organization  (past  and  present)  and  he  hoped 
that  in  the  future  the  Secretaries  would  extend  to  him  that  glad 
hand  of  friendship,  as  they  had  done  in  the  past.  After  feeling 
remarks  made  by  several  of  the  Secretaries  present,  the  meeting 
extended  a  rising  vote  of  thanks  to  Col.  Famsworth,  tendering 
appreciation  of  his  courtesy  to  the  Section  and  its  members  and 
wishing  him  much  success  in  his  future  imdertakings,  and 
expressing  the  desire  that  he  avail  himself  of  the  privilege  of 
meeting  with  the  State  Secretaries  whenever  he  could  do  so  as 
an  Ex-OflScio  and  Life  Honorary  Member  of  the  Association. 

The  following  resolution  relative  to  thrift  and  endorsing  the 
plan  for  a  National  Thrift  Week  set  for  January  17,  1920,  was 
passed : 

"Whereas,  The  President  of  the  United  States  has  said  'Only  by 
increasing  production  and  by  rigid  economy  and  saving  on  the  part 
of  the  people  can  we  hope  for  a  decrease  in  the  burdensome  cost 
of  living/ 

"Whereas,  It  is  desirable  that  greater  confidence  be  expressed  by  the 
public   in   financial  and  business  institutions  during  times  of   unrest, 

"Be  It  Resolved,  By  the  State  Secretaries  Section  that  it  heartily 
endorses  the  plan  for  National  Thrift  Week,  set  for  January  17th, 
1920,  in  wliich  it  is  intended  to  bring  home  to  the  individual  citizens 
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of  the  United  States  and  Canada  the  need  for  Thrifty  the  valne  of 
Life  Insurance,  of  a  Bank  Acconnt,  of  owning  one's  own  home,  of 
making  a  will,  of  home  economics,  as  well  as  the  moral  obligation  of 
paying  one's  debts. 

"Be  It  Further  Resolved,  That  the  members  of  the  State  Secretariei 
Section  cooperate  with  the  NATIONAL  COMMITTEE  FOR  THRIFT 
WEEK,  in  making  this  program  the  most  effective  and  beneficial  to 
the  people  of  the  Nation." 

The  following  oflScers  were  elected:  President,  Robert  E. 
Wait,  Arkansas;  First  Vice-President,  D.  S.  Kloss,  Pennsyl- 
vania; Second  Vice-President,  Andrew  Smith,  Indiana; 
Secretary  and  Treasurer,  M.  A.  Graettinger,  Illinois.  Board 
of  Control:  Robert  E.  Wait,  Arkansas;  D.  S.  Kloss,  Pennsyl- 
vania; E.  P.  Gum,  Oklahoma;  W.  C.  Macfadden,  North  Dakota^ 
and  E.  A.  Havens,  Rhode  Island. 

The  generally  expressed  opinion  was  that  the  Section  should 
hold  only  a  one-day  session  at  future  conventions. 
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Pbesidbnt: 

J.  W.  BUTLER, 
Vice-President  Texas  Bank  &  Trust  Company,  Galveston,  Texas 

FiBST  Vigb-Pbesibent: 

E.  C.  McDOUGAL, 
President  Bank  of  Buffalo,  Buffalo,  New  York. 

Chairman  Ezscumnc  Committbe: 

R.  S.  HECHT, 
President  Hibernia  Bank  ft  Trust  Company,  New  Orleans,  La. 

Secbetabt: 

GEORGE  E.  ALLEN, 
6  Nassau  Street,  New  York  City. 
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EXECUTIVE  (X)MMITTEE 

Ex-OfFICIO  : 
C.  B.  Hazubwood,  Vice-President  Union  Trust  Ckmipany,  Clitcafl>o^  111. 
J.  W.  BxTTUEB,  Vice-President  Texas  Bank  &  Trust  Company,  Gahreston, 

Texas. 
E.  C.  MoDouQAL,  President  Bank  of  Buffalo,  Buffalo,  New  York. 

(One-Yeab  Tebm) 
R.  8.  Hecht,  President  Hibernia  Bank  ft  Trust  Companj,  New  Orleans, 

La. 
Gborge  W.   Roonts,   Vice-President   American   Bank   of   Cmimeiee  k 

Trust  Company,  Little  Rock,  Arkansas. 

(Two- Yeas  Term) 
Fbed  Collins,  Vice-President  Bank  of  Commerce  ft  Trust  Cwnpany, 

Memphis,  Tennessee. 
Walter  £.  Fbew,  President  Corn  Exchange  Bank,  New  York,  N.  Y. 

(Thbeb-Ybae  Term) 
H.  A.  McCauley,  President  Sapulpa  State  Bank,  Sapulpa,  Oklahoma. 
G.  E.  BowERMAN,  Vice-President  Fremont  County  Bank,  Sugar  City 
(P.  O.  Capitol  Building,  Boise),  Idaho. 

COMMITTEES 
STATE  LEGISLATIVE  COADAITTEE 

R.  S.  Hecht  (Chairman),  President  Hibernia  Bank  ft  Trust  Osmpany, 

New  Orleans,  Louisiana. 
Joel  R.  Parrish,  Cashier  Farmers  State  Bank,  Woods  Cross,  Utah. 
J.  D.  Phillips,  Vice-President  and  Cashier  Green  Valley  Bank,  Qreen 

Valley,  Illinois. 
C.  N.  Proutt,  Cashier  Exchange  State  Bank,  Kansas  City,  Kansas. 

B.  M.  Marun,  Secretary  and  Treasurer  Union  Banking  ft  Trust  Com- 

pany, Du  Bois,  PennsylTania. 
The  other  members  of  this  committee  are  the  State  Tiee-Presldents 
of  the  State  Bank  Section. 

FEDERAL  LEGISLATIVE  COMMITTEE 

C.  B.  Hazlewood   (Chairman),  Vice-President  Union  Trust  •smpany, 

Chicago,  Illinois. 
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J.  H.  PuBUCHKB,  President  Marshall  ft  Ilsley  Bank,  Milwaukee,  Wis. 
Fbbd  Coixins,  Vice-President  Bank  of  Commerce  ft  Trust  Gompanj, 

Memphis,  Tennessee. 
E.  D.  HTnEVOBD,  President  Cherokee  State  Bank,  Cherokee,  Iowa. 
G.  £.  BowBBiCAN,  Vice-President  Fremont  County  Bank,  Sugar  City, 

Idaho. 

COMAaTTEE  ON  PUBLIC  RELATIONS 

E.  C.  MoDouoAL  (Chairman),  President  Bank  of  Buffalo,  Buffalo,  New 

York. 
D.  M.  Abmstbono,  Vice-President  Commercial  Trust  ft  Savings  Bank, 

Memphis,  Tennessee. 
C.  R.  Mnj.icB,  President  Farmers  Bank,  Wilmington,  Delaware. 
W.  C.  QoBDON,  Cashier  Farmers  Savings  Bank,  Marshall,  Missouri. 
L.   S.   CoviiTQTON,  Vice-President   Farmers   Bank,  Rockingham,  North 

Carolina. 

CONFERENCE  COMMITTEE 

This  committee  consists  of  three  members  appointed  by  the  State 
Bank  Section,  three  members  appointed  by  the  Trust  Company  Section 
and  three  members  appointed  by  the  Savings  Bank  Section.  The  mem- 
bers of  this  committee  appointed  to  represent  the  State  Bank  Section 
are: 

J.  H.  PuEUCHEB,  President  Marshall  ft  Ilsley  Bank,  Milwaukee,  Wis. 
Fred  Coixncs,  Vice-President  Bank  of  Commerce  ft  Trust  Company, 

Memphis. 
£.  D.  HuxFOBD,  President  Cherokee  State  Bank,  Cherokee,  Iowa. 

MEMBERSHIP  COMMITTEE 

H.  A.  MoCaulet  (Chairman),  President  Sapulpa  State  Bank,  Sapulpa, 
Oklahoma. 
The  other  members  of  this  committee  are  the  State  Vice-Presidents 
of  the  Section. 

STATE  VICE-PEESIDENTS 

1919-1920 

Alabama:  C.  E.  Thomas,  President  Autauga  Bank  ft  Trust  Company, 
Prattville. 

Abizona:  H.  T.  Esgate,  Assistant  Cashier  Valley  Bank,  Phoenix. 

Abkansas:  T.  a.  Monroe,  Cashier  Peoples  Bank,  Magnolia. 

Califobioa:  Will  E.  Morris,  Cashier  Farmers  ft  Merchants  Bank, 
Stockton. 

Ck>LORA])0:  W.  F.  Boyd,  Cashier  Saguache  County  Bank,  Saguache. 

CoNNEcncifr:  Frank  B.  Frisbie,  President  Mechanics  Bank,  New  Haven. 

Delawabb:  E.  V.  Baker,  Cashier  Selbjrville  Bank,  Selbyville. 

DiSTBici  or  OOLUKBIA:  E.  E.  Herrell,  Cashier  Merchants  Bank,  Wash- 
ington. 
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Florida:  Dr.  D.  A.  McKinnon,  President  Citizens  State  Bank,  Mari- 
anna. 

Georgia:  William  Murphey,  Vice-President  Citizens  &  Southern  Bank* 
Sarannah. 

Idaho:  G.  C.  Painter,  Cashier  State  Bank  of  Middleton,  Middleton. 

Iixiivois :  C.  C.  Wolaver,  Cashier  Dundee  State  Bank,  Dundee  . 

Indiana:   John  R.  Millikan,  Assistant  Cashier  Citizens   State   Bank, 
New  Castle. 

Iowa:   H.  M.  Carpenter,  President  Monticello  State  Bank,  Montioello. 

Kansas:  J.  D.  Zimmerman,  Cashier  Farmers  State  Bank,  Sterling. 

Kentucky:   John  Altsheler,  President  Farmers  Deposit  Bank,   Horse 
Cave. 

Louisiana:  R.  H.  Miller,  Cashier  Bank  of  Minden,  Minden. 

Maine:  Geo.  A.  Safford,  Treasurer  Hallowell  Trust  &  Banking  C<»mpan7, 
Hallowell. 

Maryland:    A.   H.   Halloway,   Cashier   Farmers   &    Merchants     Bank, 
Salisbury. 

Massachusetts:   Edward  B.  Carney,  Treasurer  Lowell  Institute  for 
Savings,  Lowell. 

Michigan:  Gilbert  L.  Taylor,  Cashier  Citizens  Savings  Bank,  Owooto. 

Minnesota:  F.  A.  Gross,  President  North  American  Bank,  Minneapolis. 

Mississippi:  W.  T.  Winston,  President  Cotton  Exchange  Bank,  Cleve- 
land. 

Missouri:  Dale  S.  Flowers,  Cashier  Gentry  County  Bank,  Albany. 

Montana:  B.  M.  Harris,  Cashier  Park  City  State  Bank,  Park  City. 

Nesraska:    W.   H.   McDonald,  Vice-President  and   Cashier   McDonald 
State  Bank,  North  Platte. 

Nevada:    John   Henderson,    President   Henderson    Banking   Company, 
Elko. 

New  Hampshire:   €^rge  W.  Fowler,  Treasurer  Suncook  Trust  Com- 
pany, Suncook. 

New  Jersey:  A.  C.  Stephany,  Second  Vice-President  Egg  Harbor  Com- 
mercial Bank,  Egg  Harbor. 

New  Mexico:  Fred  Mielenz,  President  Dexter  State  Bank,  Dexter. 

New  York:  F.  E.  Johnson,  Cashier  Bank  of  Cattaraugus,  Cattaraugus. 

North  Carolina:   H.  D.  Bateman,  Cashier  Branch  Banking  &  Tmst 
Company,  Wilson. 

North  Dakota:    George  H.  Russ,  Jr.,  Vice-President  Bismarck  Bank, 

Bismarck. 
Ohio:    S.  J.  Brister,  Cashier  State  Savings  Bank  Company,  Dover. 

Oklahoma:  P.  W.  Samuel,  President  First  State  Bank,  Vinita. 

Oregon  :  J.  W.  Siemens,  President  First  State  &  Savings  Bank,  Klamath 
Falls. 

Pennsylvania:  E.  S.  Gardner,  President  Middle  City  Bank,  Philadel- 
phia. 
Rhode  Island:  William  C.  Angell,  Cashier  Westminster  Bank,  Provi- 
dence. 
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South  Cabouka:  H.  A.  Calhoun,  President  H(»ne  Bank,  Barnwell. 

South  Dakota:  U.  £.  Edmunds,  Cashier  American  State  Bank,  Yank- 
ton. 

TE2VNE88EB:  J.  M.  Clark,  Cashier  Bank  of  Blount  County,  Maryville. 

Texas:  Tom  Rodgers,  President  Denison  Bank  ft  Trust  Company^ 
Denison. 

Utah:  A.  P.  Bigelow,  Cashier  Ogden  State  Bank,  Ogden. 

Vesmont:  C.  S.  Webster,  Treasurer  Barton  Savings  Bank  k  Trust  Co., 
Barton. 

Virginia:  W.  B.  Vest,  President  Citizens  ft  Marine  Bank,  Ne>vport 
News. 

Washington:  O.  A.  Fiechter,  President  Yakima  Valley  Bank,  Yakima. 

West  Vibqinia  :  Charles  R.  Lowe,  Cashier  Bank  of  McMechen,  McMechen. 

Wisconsin:  Lewis  Larsen,  President  Island  City  State  Bank, 
Cumberland. 

Wtominq:  W.  F.  Leslie,  Cashier  Peoples  Bank,  Moorcroft. 
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PBOCEEDINQS  OP  THE  THIRD  ANNUAL  MEETING 
STATE  BANK  SECTION 

AMERICAN  BANKERS  ASSOCIATION 

At  St.  LouiSy  Mo. 

SEPTEMBER  29  TO  OCTOBER  1,  1919 

The  convention  of  the  State  Bank  Section  of  the  American 
Bankers  Association  at  St.  Louis,  September  29  and  30  and 
October  1,  was  a  celebration  of  accomplishments.  The  adoptiim 
by  the  Association  of  the  amendments  to  the  Association  Consti- 
tution authorizing  independent  action  by  Sections  on  legislative 
matters  was  a  source  of  general  satisfaction,  and  the  practical 
union  of  the  State  Bank  Section  and  the  United  States  Council 
of  State  Banking  Associations  evidenced  a  spirit  of  unity  that 
promises  to  be  enduring.  The  first  two  sessions  of  the  State 
Bank  Section  were  held  in  the  Shubert-Jefferson  Theatre,  and 
the  third  session,  in  which  members  of  other  sections,  partici- 
pated, was  held  in  the  ballroom  of  the  Statier  HoteL 


FIRST  SESSION 

Monday  Afternoon,  September  29 

The  first  general  meeting  of  the  State  Bank  Section  was 
called  to  order  by  President  Craig  B.  Hazlewood  at  2  o'clock 
Monday  afternoon,  September  29.  An  impressive  invocation 
was  made  by  the  Reverend  John  W.  Maclvor,  D.  D.,  Pastor 
of  the  Second  Presbyterian  Church  of  St.  Louis.  President 
Hazlewood  then  delivered  the  annual  address  of  the  President 
as  follows. 
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ADDRESS  OP  THE  PBESIDENT 
Cbaiq  B.  Hazlewood 

As  bankers  we  have  some  Tery  serious  responsibilities  to  face  during 
the  coming  year,  the  most  important  of  which  is  to  keep  the  financial 
boat  steady.  In  my  opinion  this  will  be  no  easy  task.  Economists 
agree  that  the  setback,  the  waste  and  the  absolute  losses  of  the  war 
can  only  be  compensated  for  by  the  universal  practice  of  thrift — in- 
diyidual  thrift,  national  thrift  and  world  thrift. 

In  ui  address  before  the  West  Virginia  Bankers  Association  two 
weeks  ago  Governor  Harding  said,  "The  most  effective  remedy  for  the 
present  conditions,  whether  viewed  from  the  economic  or  financial  stand- 
point, is  to  work  and  save."  Millions  of  American  people  are  doing 
neither  at  the  present  time.  Besides  the  steel  strike  with  its  far- 
reaching  consequences  there  are  literally  thousands  of  strikes  going  on 
in  the  country  today  and  in  almost  every  line  of  industry.  Besides 
the  loss  of  productive  labor  there  is  the  loss  of  added  consumption  of 
those  idle.  Economy  and  thrift,  from  the  standpoint  of  personal  ex- 
penditures, generally  speaking,  do  not  exist.  Among  the  middle  classes 
luxuries  are  in  great  demand  and  among  the  rich  excessive  income 
and  profit  taxes  have  caused  involuntary  increases  in  personal  expendi- 
tures. It  may  be  said,  on  the  other  hand,  that  bank  deposits,  including 
savings  deposits,  and  bank  clearings,  have  increased,  and  that  this  is 
a  favorable  sign.  It  does  indicate  prosperity,  but  it  must  be  borne 
in  mind  that  bank  deposits  represent  credit  and  not  cash,  and  are  the 
credit  equivalent  or  the  measure  of  value  of  goods.  Tour  bank's  cus- 
tomer who  buys  shoes  from  the  wholesaler  pays  twice  as  much  as  he 
did  before  for  the  same  number  of  shoes,  and  your  loans  to  him  are 
increased  in  proportion.  The  wholesaler  in  the  city  banks  the  check 
received  in  payment,  which  is  twice  as  large  as  for  the  same  number 
of  shoes,  and  the  city  banks'  deposits  are  increased  in  proportion 
It  would  be  impossible,  of  course,  to  say  how  much  bank  deposits  and 
loans  are  increased  by  this  process,  and  how  much  by  the  natural 
increment  of  thrift,  and  the  increase  in  margin  between  production 
and  consumption;  but  that  the  former  cause  has  been  responsible  for  a 
great  part  of  the  increase,  there  can  be  no  doubt. 

The  tremendous  advantage  which  the  United  States  possessed  at  the 
end  of  the  war  and  its  finely  developed  commercial  and  manufacturing 
facilities  as  compared  with  the  European  countries,  whose  resources 
and  man  power  were  infinitely  more  impaired,  led  us  naturally  to 
believe  that  tremendous  foreign  trade  is  in  prospect.  This  was  realized 
during  the  first  part  of  the  year  to  such  an  enormous  extent  that  the 
balance  of  trade,  which  was  heretofore  on  the  debit  side  for  us,  rolled 
up  to  a  tremendous  credit.  As  a  result  a  sharp  break  of  exchange 
rates  was  inevitable,  and  our  exports,  from  which  we  anticipated  great 
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profits,  have  neoeesarily  been  greatly  reduced  in  the  laat  sixty  or 
ninety  days.  The  European  countries  have  a  most  urgent  need  for 
our  commodities  but  not  to  the  extent  that  they  can  afford  to  pay 
a  premium  of  16  per  cent  to  100  per  eeaiU  for  exchange  in  additloB 
to  our  cost  and  profit. 

I  believe,  gentlemen,  that  our  present  economic  and  financial  positioii 
is  frau^t  with  danger,  and  I  would  be  somewhat  pessimistic  did  I 
not  have  confidence  in  the  resourcefulness  of  the  American  people, 
confidence  in  the  sound  condition  of  our  banks,  both  national  and  state, 
and  confidence  in  the  proven  ability  of  the  Federal  reserve  banking 
system  to  take  up  the  slack  or  to  absorb  the  shock  of  a  great  financial 
reaction. 

I  think  you  will  agree  that  there  will  never  be  another  currency 
panic.  The  power  to  issue  Federal  reserve  currency,  secured  by  40 
per  cent,  of  commercial  paper,  with  a  60  per  cent,  cover  oi  gold, 
which  enabled  us  to  expand  our  volume  of  Federal  reserve  notes  out- 
standing from  $357,239,000  on  April  1,  1917,  to  $2,504,753,000  on 
August  1,  1919,  undoubtedly  prevented  such  a  catastrophe  during  the 
war  period. 

Under  the  old  system  with  a  government  and  national  bank  currency 
definitely  limited  by  law  we  would  most  certainly  have  had  to  resort 
to  the  issue  of  script  and  clearing  house  certificates,  as  we  have  done 
before.  With  the  gradual  absorption  for  fixed  investment  of  govern- 
ment securities  and  the  substantial  increase  to  surplus  accounts  of 
the  Federal  reserve  banks  from  earnings,  the  system's  available  re- 
sources will  be  considerably  increased.  Every  dollar  added  to  these 
resources  is  an  additional  protection  against  the  consequences  of  a 
sudden  credit  deflation  or  panic. 

It  is  perfectly  safe  to  say  that  the  banks  in  our  country  of  all 
classes  are  in  better  condition  than  ever  before.  Our  bank  assets  are 
more  clean  and  more  readily  convertible  than  ever  before.  Banking 
laws  are  being  constantly  improved  in  every  state,  and  methods  of 
bank  supervision  and  examination  are  more  and  more  intelligent, 
and  failures  of  state  banks  have  been  ^  remarkaby  few.  The  state 
bankers  can  very  well  afford  to  compliment  the  national  banks,  the 
Comptroller  of  the  Currency  and  the  examining  force,  and  more  par- 
ticularly  the  national  bankers  themselves,  regarding  their  record  in  this 
respect.  Our  banks  are  in  fine  condition  and  well  prepared  to  meet  any 
emergency  that  may  arise. 

There  are  indications  that  the  situation  with  regard  to  labor  tronUes 
may  have  reached  its  worst  phase  and  that  we  are  now  in  a  fair  way 
to  improve.  It  appears  that  public  sentiment  is  undergoing  a  change 
and  that  the  unwarranted  breaking  of  labor  contracts  is  subject  to 
criticism  by  the  conservative  labor  elonent.    We  have  observed  in  the 
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last  thirty  days  that  members  of  Congress  and  Senate  dared  to  ex- 
press themselves  frankly  on  this  matter. 

Under  all  these  circumstances  it  is  very  possible  that  we  can  work 
out  of  our  difficulties  and  save  ourselves  from  the  very  bad  situation 
in  which  some  of  the  European  countries  are  now.  The  bankers  of  the 
country  have  demonstrated  more  than  once  their  knowledge  of  their 
moral  and  financial  responsibility. 

I  want  to  remind  you  tiiat  as  bankers  we  are  in  a  pretty  fortunate 
position.  We  are  not  being  investigated,  threatened  or  legislated 
against,  and  we  do  not  have  to  contend  with  strikes  or  lockouts. 
Under  these  circumstances  we  are  f reo  to  go  along  about  our  business, 
watching  our  assets,  increasing  our  liabilities,  and  paying  a  reasonable 
return  to  our  stockholders.  We  make  mistakes  aplenty,  but  in  one 
particular  we  have  used  the  best  possible  judgment  during  all  the 
war  period.  We  have  not  treated  the  public  unfairly,  been  guilty  of 
unfair  trade  practice,  nor  of  profiteering  in  any  sense  of  the  word. 
Honey  has  been  and  is  the  cheapest  commodity  one  can  buy,  and  bank 
credit  is  as  free  and  available  for  worthy  purposes  now  as  it  has  ever 
been.    Any  sound  business  venture  can  be  financed. 

During  the  war  period  state  banks  were  invited  and  urged  to  join 
the  Federal  reserve  system  in  order  to  strengthen  the  country's  financial 
position.  To  date  state  banks  own  $8,139,460,111  of  Federal  reserve 
bank  resources.     1,086  state  banks  are  now  members  of  the  system. 

A  committee  of  the  American  Bankers  Association  of  which  the 
first  president  of  this  Section,  Mr.  John  H.  Puelicher,  was  chairman 
is  credited  by  those  who  know  the  facts  with  a  very  large  share  of 
the  results  in  inducing  state  banks  to  join  while  the  war  was  on. 
Since  September  of  1918,  however,  the  patriotic  reason  for  joining  has 
been  removed. 

While  the  state  banks  that  have  become  members  have  not  the 
advantage  of  the  daily  suggestions,  constant  correspondence  and  af- 
fectionate relationship  with  the  Comptroller  of  the  Currency,  which 
is  enjoyed  by  our  national  bank  friends,  we  have  nevertheless  found 
many  practical  and  profitable  advantages  in  belonging  to  the  system, 
and  at  the  same  time  retain  those  powers  and  privileges  which  are 
granted  by  the  laws  of  the  state.  Joining  the  Federal  reserve  sys- 
tem is  now  a  matter  to  be  decided  purely  on  the  basis  of  business 
policy,  and  I  have  yet  to  find  a  member  state  banker,  whose  business 
is  largely  commercial  and  whose  demand  is  variable,  who  would  be 
willing  to  abandon  his  membership. 

One  way  to  make  money  in  the  Federal  reserve  system,  to  which  I 
invite  the  attention  of  those  of  you  who  are  eligible  non-members, 
is  the  possibility  of  reducing  cash  means  and  increasing  loans,  having 
the  assurance  behind  you  that  you  can  use  your  government  securities 
and  your  eligible  paper  to  replenish  your  reserves  if  you  need  to  do  so. 
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Deposit  in  the  Federal  reserve  bank  a  part  of  the  gold  and  legd 
tender  reserve  you  have  been  carr3ring  in  your  bank  for  years  and 
which  has  been  counted  oyer  and  over  by  your  officers  and  ezaauBers 
and  rarely,  if  ever,  actually  used.  A  supply  of  this  Idnd  of  money 
can  be  had  for  ^e  asking  at  the  Federal  reserve  bank.  Close  some  of 
the  accounts  you  have  kept  with  other  banks  in  order  to  get  cash 
items  or  to  pay  for  roundabout  collection  of  transit  items.  Use 
the  collection  system  of  the  Federal  reserve  system  for  everything 
they  can  handle.  Abandon  the  obsolete  par  list  arrangements  yon 
have  had  with  many  correspondents  and  make  one  or  two  take  all 
of  your  non-collectible  transit  items  on  a  compensating  balance  arrange- 
ment at  par.  A  smart  city  banker  can  show  you  distinct  advantage  in 
this  and  various  special  ways  to  justify  your  retaining,  at  least,  oae 
account  in  his  city  for  these  purposes.  If  you  have  surplus  hnds 
above  your  collection  requirements  which  you  want  to  carry  in  balasce 
put  them  on  a  short  notice  basis  at  a  higher  rate.  Reduce  your  total 
cash  means  3  per  cent.,  4  per  cent,  or  5  per  cent,  and  loan  this  nraeh 
additional  to  your  customers  or  buy  commercial  paper  with  it.  Every 
dollar  which  you  can  take  out  of  your  cash  means  at  2  per  eent^  VA 
per  cent,  or  no  return  will  bring  you  6  per  cent  at  home. 

I  have  talked  with  a  great  many  bankers  on  this  subject  of  joining 
the  Federal  reserve  system  and  have  formed  the  impression  that  many 
are  inclined  to  consider  the  matter  with  a  slight  prejudice  which 
may  have  been  incurred  when  the  advocates  of  the  system  were  crowd- 
ing them  pretty  hard  on  the  score  of  their  patriotic  duty  when  their 
consciences  were  quite  clear  on  this  point.  I  believe  and  I  am  sure 
you  will  agree  that  those  bankers  would  be  making  a  mistake  of 
judgment  if  they  did  not  now  consider  the  matter  vrith  this  prejudice 
aside  and  purely  from  the  standpoint  of  the  best  interests  of  their 
bank  and  their  community. 

I  desire  to  give  you  briefly  tiie  high  lights  in  the  year's  work  of 
the  State  Bank  Section.  Following  the  convention  at  Chicago  a  meet- 
ing was  called  of  the  Executive  Committee  and  Chairmen  of  the 
standing  committees  in  New  York  in  November.  The  purpose  was  to 
determine  the  lines  of  activity  for  the  new  year.  It  was  decided  to 
send  to  all  the  members  a  questionnaire  in  order  to  determine  what 
appeared  to  be  the  subjects  of  greatest  interest  in  their  minds.  The 
response  was  very  gratifying  and  many  of  the  replies  received  have 
been  published  in  our  part  of  the  Journal  of  the  American  Bankers 
Association.  The  subjects  which  appeared  to  be  of  the  greatest  interest 
vdll  be  presented  to  you  during  your  sessions  at  this  convention. 
The  more  important  of  these  are  the  subjects  of  State  Banking  Laws, 
Trust  Powers  for  State  Banks,  Bank  Advertising  and  Exdiange.  We 
selected  speakers  that  we  believed  were  best  available  to  present  these 
subjects  to  you  and  we  feel  confident  that  you  will  find  much  of 
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interest  in  what  they  Bty  and  in  the  general  discuBsiong  which  we 
hope  will  follow. 

The  Amerioan  Bankers  Association  is  composed  of  both  national 
and  state  chartered  banks,  bat  the  majority  of  offices  have  been  filled 
and  policies  determined  by  representatiyes  of  national  banking  institu- 
tions. There  have  been  very  good  reasons  for  this  condition.  Up  to  a 
lew  years  ago  nnder  tiie  old  reserve  cistern  the  national  bankers  were 
prineipally  interested  in  securing  reserve  aecoonts. 

Furthermore,  legislative  matters  taken  up  in  the  big  Association  were 
of  primary  interest  to  national  bankers  and  of  little  concern  to  state 
bankers.  In  the  last  year  or  two,  however,  the  situation  has  ma- 
terially changed  and  state  bsnkers  are  interested,  vitally  interested, 
in  Federal  legislation,  both  as  it  relates  to  the  Federal  reserve  system, 
and  also  to  snch  matters  as  trust  powers,  government  financing  and 
foreign  exchange.  As  a  result  the  state  bai^,  trust  company  and  sav- 
ings bank  men  are  taking  a  much  more  active  part  in  the  proceediDgs  of 
the  Association  and  are  demanding  larger  and  more  important  repre- 
sentation in  the  Associaticm's  activities. 

At  last  year's  convention  in  Chicago  two  things  happened  which  are 
of  importance  in  this  connection: 

First,  a  new  office  was  created,  that  of  Second  Vice-President,  to 
which  was  elected  a  man  representing  a  state  chartered  bank.  I  pre- 
dict, gentlemen,  that  when  Mr.  John  6.  Drum  of  San  Francisco  is  Presi- 
dent of  the  Association  you  will  find  him  to  be  one  of  the  smartest 
and  ablest  men  of  a  long  list  of  smart  and  able  men  who  have  filled 
that  position  and  which  includes  the  present  incumbent. 

Second,  it  was  provided  that  representation  on  the  Federal  and 
State  Legislative  Councils  and  Committees  be  divided  more  evenly 
than  formerly  and  that  the  Chairman  of  the  State  Legislative  Council 
should  be  a  state  banker. 

With  these  changes  effected  ccmplete  harm<my  prevailed  and  as  one 
national  banker  friend  of  mine  put  it,  he  felt  harmony  was  the  next 
best  thing  to  having  it  all  his  own  way. 

If  the  state  bankers  do  not  obtain  a  fair  share  of  representation 
it  is  their  own  fault.  Next  year  it  will  be  again  up  to  the  state 
bankers  to  start  a  man  in  the  chairs  of  the  Association  and  it  is  not 
too  early  to  think  who  that  man  should  be.  We  must  keep  the  standard 
high. 

Two  years  ago  a  new  organization  of  state  bankers  was  launched  at 
St.  Louis  called  "The  United  States  Council  of  State  BMiking  Institu- 
tions.'' The  gentlemen  who  started  this  movement  put  forward  a 
criticism  of  the  American  Bankers  Association  which,  I  think,  was 
and  is  just,  though  not  to  the  extent  that  a  new  organization  of  bankers 
was  necessary  or  desirable.  This  criticism  was  that  under  the  Consti- 
tution any  Section  of  the  Assodation  is  estopped  from  independently 
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urging  or  opposing  any  legislation  which  applies  partieolarly  to  its 
interests. 

I  am  very  happy  to  say  to  you  that  at  the  May  nieetiiig  of  the 
Executive  Council  of  the  American  Bankers  Association  a  oonferenee 
waa  held  between  representatives  of  the  State  Council  organiaatioB, 
including  its  President,  and  of  the  state  chartered  sections  of  the 
American  Bankers  Association,  as  a  result  of  which  the  State  Council's 
officers  and  Executive  Committee  will  recommend  the  abandonment  of 
that  organization  and  uniting  effort  through  the  American  Bankers 
Association,  providing  that  the  main  body  of  this  convention  will  ap- 
prove a  constitutional  amendment  which  will  allow  each  Section  of 
the  Association  entirely  independent  action  on  any  legislative  matter 
if  taken  in  the  name  and  at  the  expense  of  that  Section.  The  amend- 
ment has  the  approval  and  recommendation  of  the  Administrative  and 
Executive  Councils  of  the  Association  and  is  a  democratic  meaaore. 
There  are  no  dangers  in  its  application,  for  if  any  Section  chooses  to 
go  it  alone  on  any  matter  which  might  conflict  with  the  intereata  of 
any  other  Section,  that  other  Section  may  be  depended  upon  to  present 
its  case  as  well. 

The  three  Sections  in  the  Association  representing  state  chartered 
banks,  the  Trust  Company,  Savings  Bank  and  State  Bank  Sections  have 
much  in  common  in  legislative  matters.  The  Executive  Committees 
of  these  three  Sections  were  of  the  opinion  that  efficiency  oould  be 
obtained  by  the  formation  of  a  Conference  Committee  composed  of 
representatives  from  each  of  these  three  Sections. 

During  the  first  part  of  the  year  the  secretaries  and  committees  of 
each  of  the  three  Sections  named  and  the  secretaries  and  committees 
of  the  United  States  Council  organization  were  all  active  in  Washing* 
ton  in  relation  to  legislation  affecting  state  chartered  banks.  Many 
of  the  matters  presented  were  identical  and  it  was  mildly  intimated 
by  members  of  the  Federal  reserve  system  and  others  that  time  and 
effort  could  be  saved  for  all  concerned  if  on  matters  of  joint  interest 
one  committee  or  representative  handled  it.  A  need  for  sudi  a  Con- 
ference Committee  seemed  apparent  therefore  to  the  representatives 
of  the  various  Sections  and  the  United  States  Council  organixation  and 
it  was  organized. 

Three  representatives  were  elected  from  each  Section  and  Mr.  W. 
H.  Booth  of  the  Guaranty  Trust  Company  of  New  York,  selected  by 
the  Trust  Company  Section  as  one  of  its  three  representatives,  was 
made  Chairman  of  the  Conference  Committee.  He  will  report  to  you 
regarding  the  activities  of  the  Conference  Committee  and  I  am  sure 
you  will  be  impressed  with  his  keen  and  comprehensive  knowledge 
of  banking  legislation  as  it  affects  state  banks. 

Representatives  elected  from  the  State  Bank  Section  were  John  H. 
PueUcher  of  Milwaukee,  who  was  also  elected  Vice-chairman  of  the 
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Conference  Committee,  E.  D.  Huxford  of  Cherokee,  Iowa,  and  Fred 
Collins  of  Memphis,  Tenn. 

The  action  creating  this  Conference  Committee  is,  of  course,  tenta- 
tive and  subject  to  your  approval  and  to  the  passage  of  the  necessary 
amendments  to  the  Constitution  of  the  three  Sections,  which  will  be 
presented  to  you  in  the  regular  course.  I  ask  your  support  of  this 
piece  of  machinery  which  will  enable  state  chartered  banks  of  the 
country  to  concentrate  their  fire,  so  to  speak,  on  any  legislative  or 
administrative  body  in  behalf  of  a  clear  majority  of  the  state  chartered 
banks  of  the  country. 

The  State  Bank  Section  now  has  9,386  voting  members  and  1,240 
asi^ociate  members.  Previous  to  the  organization  of  the  State  Bank 
Section  a  number  of  state  ba^ks  were  voting  members  of  other  Sections 
and  many  of  them  are  still  so  classified.  It  is  not  the  policy  of  the 
State  Bank  Section  to  do  any  proselyting  to  increase  its  own  member- 
ship,  and  it  only  accepts  voting  members  previously  enrolled  in  other 
Sections  upon  the  written  request  of  institutions  that  wish  to  be  thus 
transferred. 

The  State  Bank  Section  is  inspired  by  the  spirit  of  democracy 
and  co-operation  and  particularly  represents  the  thousands  of  country 
banks  that  constitute  the  majority  of  its  membership.  Coincident  with 
the  existence  of  the  State  Bank  Section,  and  perhaps  partially  on 
account  of  it,  the  sentiment  of  state  bankers  has  become  unified,  and 
the  rights  of  state  bankers  are  becoming  better  recognized. 

The  fact  is  becoming  apparent  that  the  interests  of  the  country 
banks  of  the  United  States  are  so  interwoven  with  the  interests  of  the 
communities  which  they  serve  that  any  banking  custom  or  any 
banking  law  that  benefits  or  injures  country  banks  affects  in  like 
manner  the  millions  of  rural  Americans  who  constitute  the  backbone 
of  the  nation. 

Reports  of  Committees  were  then  received  as  follows : 


FEDERAL  LEGISLATIVE  COMMITTEE 
J.  H.  PuBLiCHBR,  Chairman 

It  is  a  great  pleasure  to  meet  again.  Now  that  we  all  have  our 
son's  back  at  home  with  us,  we  can  discuss  our  problems  from  an 
altogether  different  angle  than  it  was  possible  to  discuss  them  at 
the  convention  last  year  and  the  year  before.  The  report  of  the 
Federal  Legislative  Committee  as  it  affects  the  state  banks  is  of 
necessity  a  difficult  one  to  make  because  it  is  so  largely  negative. 
The  great  performance  of  the  SUte  Bank  Section  was  the  aid  that  it 
was  able  to  give  the  members  of  the  Federal  Reserve  Board  in  passing 
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the  amendments  to  the  Federal  Reserve  Act.  That  was  done  the  first 
year  of  the  existence  of  this  Section  and  it  was  a  remarkable  piece 
of  work,  for  without  it  and  the  consequent  joining  to  the  Federal  re- 
serve system  of  the  state  banks  of  the  country,  the  United  States 
would  have  found  difficulty  in  financing  the  war.  Since  that  time 
the  duties  of  the  Federal  Legislative  Committee  have  been  simply 
watching  legislation  which  might  advertly  affect  state  banks,  and  I 
know  of  none  that  have  been  passed.  As  Chairman  of  the  Committee 
that  completes  my  report.  Might  I,  though^  while  I  have  the  floor 
say  just  a  word  more  in  regard  to  what  has  been  done  by  our  President 
and  our  Secretary.  I  should  like  the  members  of  the  State  Bank 
Section  to  recognize  and  appreciate  thoroughly  the  fine  piece  of  diplo- 
matic work  which  was  done  by  these  two  gentlemen  in  bringing  to- 
gether in  a  conference  committee  all  the  financial  institutions  of  the 
country  that  operate  under  state  charter.  I  should  like  to  say  just 
one  word  more  with  your  permission.  I  don't  believe  that  there  has 
been  a  time  in  the  history  of  this  generation,  I  mean  our  generation 
when  sane,  sound  thinking  leadership  was  more  needed  in  this  oountry 
than  it  is  needed  today.  Last  year  we  were  fighting  a  common  enemy 
and  we  stood  dioulder  to  shoulder  to  preserve  to  the  world  certain 
rights  that  we  regard  as  inalienable.  Today,  the  strife  is  in  our  own 
ranks.  Unrest  would  naturally  follow  world's  war,  but  that  unrest 
brings  in  our  oountry  disturbances  which  reach  into  our  social  structure 
and  the  banker  who  deals  with  all  classes,  who  is  the  counsellor,  and 
the  advisor  of  the  laboring  man,  who  is  the  cotmsellor  and  the  advisor 
of  the  farmer,  who  is  the  counsellor  of  the  manufacturer,  must  be  the 
man  who  does  the  sound  fundamental  thinking  so  that  the  institution 
that  our  sons  went  to  war  to  preserve  may  not  be  disturbed  from 
within,  and  I  call  upon  you,  fellow  state  bankers  to  go  back  to  your 
communities  and  to  exert  that  conservative  leadership  for  which  yon 
have  become  renouned  so  that  our  United  States  may  continue  to  be 
our  United  States. 


STATE  LEGISLATIVE  COMMITTEE 

E.  C.  McDouGAL,  Chairman 

Your  committee  has  reports  from  eighteen  states.  In  two  states  the 
legislatives  held  no  meeting  this  year.  In  a  number  of  states  import- 
ant legislation  passed,  among  which  were  bills  giving  state  banks 
fiduciary  powers,  providing  fine  and  imprisonment  for  the  purpose 
of  procuring  credit,  limiting  to  actual  proven  damages  the  Uabilitiea  of 
banks  which  erroneously  may  refuse  payment  on  good  diecks  and  otliers, 
the  details  of  which  will  be  found  in  the  annual  report  of  ThonMS 
B.  Paton,  General  Counsel  of  the  A   B.  A.,  in  the  reports  of  the 


Digiti 


zed  by  Google 


STATE  BANK  SECTION  61« 

various  state  secretaries  to  their  respective  state  associations,  and  in 
the  monthly  bulletins  of  the  Federal  Reserve  Board.  Your  committee 
feels  that  its  best  work  can  be  done  in  co-operating  with  the  Com- 
mittee on  State  Legislation  of  the  American  Bankers  Association  in 
its  efforts  to  secure  the  passage  of  uniform  laws  whereon  possible  and 
practicable. 

MEMBERSHIP  COMMITTEE 

J.  W.  Butler,  Chairman 

I  want  to  pay  a  tribute  to  our  worthy  President,  and  to  give  him 
credit  for  this  magnificent  work  he  has  done  and  also  to  give  due 
credit  to  our  worthy  secretary,  who  has  been  so  faithful,  and  to  show 
my  appreciation  of  the  magnificent  work  done  by  Mr.  Puelicher,  Chair- 
man of  the  Federal  Legislative  Committee  and  in  his  work  in  bringing 
closer  together  and  uniting  the  state  banks  of  the  coimtry  and  tieing 
them  to  the  Federal  reserve  system.  Great  things  lead  and  we  have 
occasion  to  congratulate  ourselves  with  this  leadership.  I  feel  right 
now  the  State  Bank  Section  is  established.  A  story  comes  to  me  of 
a  new  town  out  in  Tennessee,  a  little  town  that  was  to  have  a  new 
railroad  and  the  railroad  was  to  come  into  the  town  by  the  ^Id  cemetery, 
and  they  dressed  up  the  cemetery  with  a  new  enclosure  and  decided 
to  put  an  arch  over  the  gate,  and  the  little  village  met  and  decided 
on  what  language  the  word  should  be  put  on  the  arch  because  it  would 
be  the  first  thing  that  would  be  seen  by  the  newcomer  or  the  passerby 
on  the  new  train.  It  should  bring  a  message  that  would  pull  to  the 
investors  or  the  prospectors  and  at  the  same  time  it  should  be  some- 
thing appropriate  to  the  cemetery.  And  so  the  town  met  in  the  village 
court  house  and  the  President  of  the  new  Chamber  of  Conmierce  was 
there  and  the  boosters,  town  boosters,  and  the  new  enterprise  arising, 
and  the  new  spirit,  and  so  it  was  asked  what  should  we  put  on  this 
name  plate.  One  gentlenuui  ventured  to  suggest  that  we  put  on  the 
word  "Welcome.'*  Another  said  that  would  not  do  for  a  cemetery. 
Oh,  that  is  right,  and  so  the  meeting  broke  up,  and  they  decided  to 
meet  the  next  evening  and  decide  on  the  problem,  if  possible.  And 
a  gentleman  brought  this,  I  think  we  better  write  on  the  arch,  "City 
of  the  Dead."  Well,  the  real  estate  agents  objected.  Oh,  no,  that 
would  not  do  for  this  enterprising  ambitious  place,  and  the  meeting 
was  about  to  break  up  in  disorder  and  hopelessness,  when  an  old 
Irishman  who  had  come  to  work  on  the  new  railroad,  arose  and  said, 
"I  will  furnish  a  solution,  I  think  we  might  write  on  the  arch,  'We 
are  here  to  stay.'"  That  gentleman  is  the  application  to  the  State 
Bank  Section.  Through  the  excellent  diplomacy  and  some  sleepless 
nights,  and  days  of  thought  and  toil  and  these  gentlemen  have  brought 
U8  to  this  place  where  the  state  banks   of  the  country  have  their 
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proper  and  just  recognition  in  our  great  organization,  and  we  are 
founded  on  a  broad  foundation  of  justice  and  service,  and  so  we 
are  followed.  We  have  been  organized  and  we  have  begun  under  the 
most  favorable  auspices,  and  so  I  bring  todfiy  this  word  of  my  dee]» 
appreciation  of  the  men  who  have  brought  us  to  this  good  day.  The 
report  of  the  membership  committee  when  we  began  last  September, 
the  bankers  were  responding  to  numerous  calls  of  war  work  and 
were  very  busy,  and  yet  they  undertook  in  these  several  states  to 
lead  the  campaign  for  membership.  I  wish  to  thank  the  Vice-Presi- 
dents of  the  various  states  on  their  splendid  work  and  the  result  is 
from  this  excellent  team  work  of  the  Vice-Presidents  and  their  co- 
operation we  have  had  an  opportunity  in  bringing  the  membership 
of  the  American  Bankers  Association  to  over  20,000. 


COMMITTEE  ON  FOBMS 

B.  S.  Hecht,  Chairman 

The  members  of  the  State  Bank  Section  Committee  on  Forms  have 
been  in  correspondence  with  one  another  during  the  past  year  but 
have  not  held  any  meeting.  The  Ck>mmittee,  constituted  as  it  is  of 
busy  bankers  located  in  different  parts  of  the  country,  appreciates  the 
difficulty,  if  not  the  impossibility,  of  accomplishing  much  under  suck 
circumstances,  and  recommends  that  the  subject  of  forms  be  referred 
to  the  Section  Secretary,  with  instructions  to  co-operate  with  the 
Secretaries  of  other  Sections  in  such  manner  as  may  be  mutually  satis- 
factory and  expedient. 

The  foregoing  reports  were  received  and  the  recommendations 
therein  conformed  were  adopted. 

President  Hazlewood  :  Mr.  Andrew  Bussell  is  state  auditor 
of  Illinois.  We  regard  him  out  there  as  a  sort  of  Abraham 
Lincohi  and  he  is  a  man  who,  as  state  auditor,  is  in  very 
close  touch  with  his  member  banks  and  a  man  whom  we  number 
banks  have  a  great  deal  of  confidence  in.  I  take  great  pleasure 
in  introducing  Mr.  Bussell  to  you. 

TRUST  POWERS  FOR  STATE  BANKS 
Andrew  Bussell 

The  name  trust  company  given  to  an  association  of  pecuniary  trust 
or  to  a  fiduciary  corporation  was  early  adopted  in  the  several  states 
Such   associations   were  organized    and    given    practically    perpetual 
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charters  for  the  purpose  of  caring  for  things  financial,  such  as  guardian- 
ships for  minor  heirs,  the  coming  executors,  administrators  or  trustees 
of  estates,  or  conservators  of  people  imder  the  instructions  of  a  will 
or  of  the  court  or  of  those  of  efficient  mind,  and  for  the  purpose  of 
becoming  an  assignee,  agent,  receiver,  or  trustees  of  individuals  or 
corporations,  or  for  taking  charge  of  such  other  financial  matters  as 
are  outside  of  the  regular  banking  field.  The  relationship  of  the 
trust  company  to  its  clientele  is  necessarily  closer,  or  should  be  closer, 
and  of  a  more  confidential  nature  than  that  between  the  bank  and  its 
customers  as  the  trust  company  not  only  acts  for  its  clients  as  an 
advisor,  but  also  carries  on  the  different  transactions  as  if  they  were 
its  very  own. 

Each  state  has  its  own  individual  laws  regarding  trusteeships,  ad- 
ministratorships,  executorships,  guardianships,  and  so  forth,  that  in  the 
main  correspond  with  such  laws  in  other  states  but  this  has  never 
been  considered  a  national  matter  requiring  national  legislation  on  ac- 
count of  a  feeling  of  the  people  in  each  commonwealth  that  they 
should  have  the  say-so  in  their  local  affairs.  Such  being  the  case 
what  could  be  more  natural  than  they  should  wish  their  trusteeships, 
etc.,  to  be  placed  in  the  hands  of  their  own  state  banks,  which  are 
governed  by  their  own  state  laws,  when  these  institutions  are  willing 
to  comply  with  the  trust  laws  of  their  respective  states  by  accepting 
the  trust  and  depositing  securities  with  the  proper  state  authorities? 
They  thus  make  the  trust  funds  doubly  secure,  as  these  institutions  are 
under  the  constant  and  watchful  supervision  of  the  state  authorities 
who  hold  the  institution  securities  for  the  protection  of  their  trust. 
The  right  of  national  banks  to  do  this  class  of  business  has  been 
taken  up  with  the  courts  in  Illinois  and  other  states,  and  a  case  in 
Michigan  was  appealed  to  the  United  States  Supreme  Court  (I  refer 
to  the  decision  of  the  Supreme  Court  in  the  Trust  Company  decision) 
which  held  that  this  class  of  institution  would  compete  with  state  banks 
and  could  operate  trust  companies  by  complying  with  the  state  laws. 
Several  letters  have  been  sent  out  to  the  state  authorties  by  the 
United  States  Comptroller's  department,  telling  them,  the  state  authori- 
ties, that  only  the  trust  department  of  the  national  banks  can  be 
examined  by  them.  By  the  reading  of  the  Illinois  law,  you  will,  I 
believe,  be  convinced  that  any  bank  doing  a  trust  business  subjects 
itself  to  examination  by  state  authorities.  State  banks  or  trust  com- 
panies becoming  members  of  the  Federal  reserve  system  must  comply 
with  laws  governing  the  whole  United  States  banking  system, — ^why 
should  not  national  banks  operating  imder  state  laws  be  subject  ta 
state  laws?  When  a  state  bank  has  a  trust  department,  the  whole 
bank  is  examined.  Why?  Because  it  is  not  just  the  trust  department 
that  makes  the  trust  good,  but  the  standing  of  the  entire  institutioiL 
The  same  practice  should  govern  in  national  banks.     Be  that  as  it 
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may,  the  fact  remains  that  those  having  trusts  to  place  would  rather 
place  them  in  the  hands  of  a  chartered  institution  whose  charter  is 
almost  perpetual  (I  take  it  for  granted  you  all  know  that  most 
of  the  state  hanks  and  trust  companies  have  charters  granted  lor 
ninety-nine  and  some  of  them  have  nine  hundred  and  ninety -nine-year 
permits)  than  in  one  which  has  not  a  chance  to  get  its  charter  renewed 
ev<en  at  the  end  of  twenty  years,  unless  it  has  complied  with  the 
Comproller's  offiee  rule.  I  ask  you  which  is  the  more  practical  institu- 
tion to  do  a  trust  business?  It  seems  but  natural  that  those  inter- 
ested in  creating  a  trust  would  choose  the  state  institution.  The 
remarks  are  not  meant  as  a  criticism  of  national  or  Federal  banks, 
simply  that  these  banking  associations  were  organized  to  do  commercial 
business,  and  when  they  step  into  state  matters,  they  might  do  worse 
than  go  the  whole  length  and  become  state  banks.  Most  state  banks 
have  good  laws  governing  things  financial  and  their  laws,  in  the  main, 
are  «niform.  Is  it  not  more  reasonable  that  a  man  should  place  his 
confidence  in  a  system  whose  head  is  near  at  home,  and  therefore 
more  get-at-able  than  in  one  where  the  authority  is  a  thousand  miles 
away  and  knows  little  of  individual  state  affairs  T  Before  a  bank  can 
act  in  a  fiduciary  capacity  in  the  State  of  Illinois  it  must  do  certain 
things,  amongst  them  make  the  required  deposit  and  receive  from  the 
Auditor  of  Public  Accounts  a  certificate  of  authority,  and  no  state 
bank  can  act  in  the  capacity  of  trustee,  executor,  guardian,  etc.,  until 
it  has  received  authority  as  above  stated.  Under  the  general  incor- 
poration laws  of  Illinois,  through  the  Secretary  of  State,  a  corporation 
can  be  formed  to  do  a  trust  company  business.  However,  such  com- 
pany cannot  accept  and  execute  trusts  or  act  in  a  fiduciary  capacity 
until  it  has  received  authority  as  above  stated.  Nor  can  it  execute 
trusts  or  act  in  a  fiduciary  capacity  until  it  has  complied  with  the 
trust  company  law,  made  a  deposit  of  security  with  the  auditor  or 
public  accountant  and  received  a  certificate  the  same  as  a  state  bank. 
Foreign  corporations  may  also  qualify  as  trust  companies  by  comply- 
ing with  the  foreign  corporation  laws  of  Illinois,  throu^  the  ofllee  of 
the  Secretary  of  State,  and  qualifying  under  the  Trust  Company 
Act,  the  same  as  state  banks  or  associations  under  the  general  incorpora- 
tion act.  Of  the  nine  hundred  and  forty  state  banks  in  Illinois,  ninety 
have  qualified  under  the  Trust  Company  Act  and  made  the  required 
deposit  with  the  Auditor's  department.  Three  companies  under  the 
general  incorporation  law  and  seventeen  foreign  banks, — that  is  banks 
in  other  states — ^are  also  operated  under  this  Act.  In  addition  to 
these,  the  department  has  issued  to  eighteen  national  banks,  trust 
certificates  granting  them  trust  company  powers  in  Illinois.  The 
aggregate  amount  of  securities  deposited  with  the  Auditor  of  Publie 
Accounts  by  various  trust  companies  is  $15,000/)00.  In  Illinois — 
pardon  me  for  again  referring  to  my  own  state  with  whose  laws  I 
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am  reasonably  familiar, — ^trust  companies  do  a  trust  business  and  a 
banking  business,  but  in  many  states  they  do  all  kinds  of  business, 
such  as  renting,  insurance,  real  estate,  etc.  Will  not  the  day  come 
when  national  banks  will  feel  called  on  to  do  such  varied  businesses 
which,  in  my  opinion,  have  no  connection  with  banks?  Why  not? 
According  to  the  decisions  of  the  Supreme  Court  above  referred  to 
national  banks  may  do  a  trust  business  because  state  banks  and  trust 
companies  do  a  commercial  business.  National  banks  are  now  doing 
many  different  kinds  of  business, — more  than  the  law  creating  them 
ever  contemplated.  Did  you  ever  hear  of  the  sailor  who  landed  from 
ship  in  Liverpool  and  went  to  a  livery  stable  and  asked  the  proprietor 
to  hire  him  a  horse  with  a  long  back?  ''Why  do  you  want  a  horse 
with  a  long  back?"  the  proprietor  queried.  The  answer  was,  ''because 
there  are  nine  of  us  who  wish  to  take  a  horseback  ride."  The  national 
law  has  been  stretched  to  the  ninth  point.  Has  it  been  weakened  by 
this  stretching  process,  and  how  much  farther  will  it  go?  The  natural 
conclusions  to  all  this  is — ^why  do  state  banks,  instead  of  other  organi- 
zations, take  on  trust  powers?  The  reason  is  self-evident.  They  have 
perpetual  charters  and  under  good  management  would  be  perpetual. 
Aside  from  this  they  are  growing  institutions  and  by  this  I  mean  no 
new  organizations  would  have  to  be  formed  to  take  over  a  trust 
business,  and  we  all  know  that  the  trust  company  department  of  a 
state  bank  is  of  slow  growth.  It  starts  with  nothing,  but  ultimately 
develops  into  a  big  part  of  the  institution.  In  addition  to  this  the 
people  feel  that  a  state  bank  is  their  bank  and.  it  is  only  natural  for 
them  to  want  to  transact  their  financial  matters  with  the  institution 
that  they  feel  belongs  to  their  section.  The  day  is  coming  when  es- 
tates and  trusts  of  all  sorts  and  kinds  will — almost  all — ^be  admin- 
istered by  corporations  authorized  to  execute  such  business.  Human 
beings  die,  but  associations  with  almost  perpetual  charters  continue 
to  live.  My  advice — take  it  for  what  it  is  worth — to  all  state  banking 
institutions  doing  business  in  cities  of  10,000  and  upward  population 
is,  that  you  should  put  in  trust  departments.  It  will  cost  you  little 
as  the  machinery  is  already  there  and  your  securities,  deposited  with 
the  proper  state  authorities, — in  Illinois  he  is  the  State  Auditor, — in 
compliance  with  law,  will  still  be  yours.  Always  remember  this:  the 
growth  of  your  trust  department  will  be  slow,  but  it  will  be  sure  and  in 
the  meantime  it  is  costing  you  but  little  in  time  or  money.  Take  on 
a  trust  department  now  and  you  will  by  so  doing,  be  helping  your 
bank  into  a  broader  and  wider  field  of  usefulness. 

President  Hazlewood:  That  is  a  very  interesting  subject. 
It  appears  from  the  replies  that  we  have  received  from  Wash- 
ington, of  which  I  spoke  of  a  moment  ago,  that  this  matter  of 
according  fiduciary  powers  to  the  state  banks  is  one  of  very 
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common  interest.  A  great  many  state  banks  in  many  of  theee 
cities  have  trust  powers.  We  would  like  to  hear  from  some  of 
you,  where  fiduciary  powers  are  vested  in  state  banks  in  your 
state,  and  would  also  like  to  hear  from  some  of  you  where  such 
powers  are  denied  to  state  banks  under  the  law.  I  believe  we 
could  get  interesting  views  on  the  subject.  If  Mr.  H.  A.  Mc- 
Cauley  of  Sulpulpa,  Oklahoma,  is  here,  I  would  like  to  hear 
from  him.  Mr.  McCauley  represents  a  state  where  trust 
powers  are  not  rendered  the  national  banks.  He  is  a  state 
banker  in  Salpulpa,  and  is  interested  in  a  number  of  other 
banks  in  Oklahoma,  and  a  man  of  considerable  influence  and 
force  in  his  territory. 

Mr.  H.  a.  McCaulbt  (Salpulpa,  Oklahoma) : 

We  may  safely  say  that  department  banking  has  "arrived.**  It  ia  here 
to  remain,  its  success  has  so  far  exceeded  the  older  and  more  conserva- 
tive method  of  handling  banking  business  that  its  extension  to  broader 
fields  is  now  engaging  the  attention  of  our  law-making  bodies  in  the 
states  and  in  Congress.  The  success  of  trust  powers  associated  with 
our  large  state  banks  has  been  so  marked  that  our  large  national 
banks  are  seeking  to  acquire  these  powers,  and  in  fact,  must  necessarily 
have  them  in  order  to  round  out  their  facilities  and  enable  them  to 
compete  upon  an  equality  with  large  state  banks. 

It  seems  to  have  been  taken  as  an  accepted  fact  that  the  daj  in 
which  a  trust  company  can  hope  to  build  extensively  as  in  the  past 
without  state  or  national  bank  accompaniment  is  gone.  A  new  and 
experimental  era  has  taken  hold  of  financial  institutions  and  if  com- 
petition is  carried  to  extremes,  as  it  may  be,  it  is  fair  to  assume 
that  even  country  banks  may  come  to  acquire  trust  powers.  Not  the 
smaller  country  banks,  but  those  state  banks  which  are  sufficiently 
capitalized  to  act  as  approved  reserve  agents  for  other  state  banks. 
The  very  scope  of  trust  powers,  allied  with  state  banks,  is  such  aa  to 
round  out  and  enlarge  a  state  bank  that  can  command  sufficient  fidu- 
ciary business  to  warrant  the  installation  of  trust  company  privileges. 

A  writer  in  the  American  Bankers  Association  Journal  has  recently 
described  trust  company  service  in  these  words:  ''The  trust  ccnnpany 
maintains  a  most  complete  service  designed  to  benefit  the  financial 
requirement  or  convenience  of  everyone  at  every  comer  of  human  affairs 
throughout  the  span  of  life  from  the  cradle  to  the  grave  and  even 
beyond.  It  begins  with  the  baby's  savings  account  and  serves  through 
the  formative  years,  young  married  life,  business  career,  and  years 
of  retiring  enjoyment;    in  emergency  it  can  become  husband  to  the 
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widow,  mother  or  father  to  the  child,  caretaker  for  the  absent  one 
and  assistant  to  the  busy  one."  Truly  the  virtues  of  the  trust  com- 
pany powers  are  many.  Why  not  annex  them  as  state  bank  adjuncts 
wherever  and  whenever  it  can  be  done? 

It  is  freely  predicted  already  that  those  National  banks  which  are 
now  adding  trust  powers  by  permission  and  through  the  medium 
of  the  Federal  Reserve  Board  will  shortly  find  that  there  is  not  suffi- 
cient elasticity  or  compatibility  between  state  and  national  laws  to 
permit  of  an  easy  affiliation  of  the  two,  and  that  those  national  banks 
will  shortly  take  out  state  charters  for  their  trust  departments  in 
order  to  more  easily  comply  with  state  laws  and  to  avoid  the  in- 
evitable conflict  that  seems  sure  to  follow  national  and  state  laws 
applied  to  the  administration  of  the  same  business.  But  we  may  not 
yet  have  come  to  the  crux  of  this  subject.  How  many  state  banks 
acquire  with  the  same  avidity  as  national  banks,  trust  powers!  The 
State  Bank  Section  has  been  referred  to  as  the  great  mongrel  entity 
of  the  American  Bankers  Association.  The  National  Bank,  Savings 
Bank,  Trust  Company  and  Clearing  House  Sections  meet  here  under 
a  more  or  less  semblance  of  uniform  laws  and  regulations.  State 
bankers  from  every  state  in  the  union  meet  here,  each  the  champion 
of  his  own  state  banking  system,  each  different  from  the  other, — 
systems  galore  without  conformity  or  compatibility.  In  the  broad 
plains  of  the  Central  Wiest  the  guaranty  of  deposits  law  springs  eternal 
and  flourishes  forever  more  along  the  Mississippi  Valley;  private 
banking  imder  the  protection  of  state  laws  and  in  open  competition 
with  state-chartered  banks  has  flourished,  bloomed,  withered,  and  is 
perhaps  passing,  while  along  the  Eastern  front  there  thrives  under 
least  resistance  and  with  resilient  ease  the  most  staid  and  the  most 
successful  state  banking  system  with  perhaps  the  least  regulation  of 
any.  From  the  Northwest  there  is  now  budding  still  another  form 
of  state  banking,  the  complexity  of  which  has  not  yet  unfolded,  but 
which  promises  a  cure  for  all  the  ill  and  panacea  for  every  aid  com- 
mon to  state  banks.  Can  we  hope  for  trust  powers  for  all  these, 
some  of  which  now  enjoy  them,  others  of  which  may  acquire  them, 
and  many  of  which  are  prohibited  by  law  or  associated  with  trust 
powers? 

There  is  an  answer  to  this  which  is  almost  impossible  to  imagine,  and 
that  is  the  revamping  of  the  laws  of  all  states  to  such  an  extent  as 
to  permit  of  easy  conformity  to  each  other.  If  the  trust  power  is 
such  an  added  asset,  if  it  possesses  so  much  that  is  desirable  and  neces- 
sary to  fully  complete  the  service  to  be  rendered  by  the  greater  banks 
of  the  future,  then,  from  a  mongrel  entity,  there  must  be  bom  a  system 
of  magnitude  of  government  that  will  permit  of  state  banks  annexing 
such  adjuncts  with  the  same  facility  and  the  same  readiness  as  do 
national  banks.    State  banking  power  now  represents  by  far  more  than 
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half  the  balance  of  power,  and  it  seems  evident  that  if  this  is  main- 
tained for  long,  it  will  be  done  by  those  far-seeing  and  powerful  of 
this  Section  who  will  bring  about  uniformity  and  eonformity,  adjust 
differences,  and  make  possible  the  greater  usefulness  of  state  banks. 

Experience  has  taught  the  larger  state  banks  that  trust  powers  are 
essential  to  their  larger  usefulness.  How  far  is  it  practicable  to  carry 
it?  To  what  extent  may  it  successfully  be  applied?  The  answer  can 
best  be  made  by  those  who  are  most  experienced.  It  is,  to  say  the 
least,  more  practicable  for  state  banks  than  for  national. 

We  should  avail  ourselves  of  every  source  of  new  business,  every 
source  of  profit  and,  if  we  can  be  more  useful,  why  not  preserve  the 
state  bank's  trust  powers?  Now,  effective  legislation  that  may  insure 
these  powers  to  state  banks  present  a  question  of  the  gravest  im- 
portance. We  can  have  too  much  regulation.  By  that  I  mean,  we  can 
have  it  to  the  point  where  it  becomes  pernicious,  offensive,  and  ineffec- 
tive of  good  results.  State  banks  enjoy  the  most  liberal  regulation  of 
any  banks;  they  radiate  a  broad  and  liberal  spirit  to  encompass  opera- 
tions of  every  line  of  commercial  business.  They  owe  their  prosperity 
and  their  balance  of  power  perhaps  more  to  these  privil^es  than 
anything  else.  Should  new  regulations  or  new  alliances  be  made  that 
will  take  from  state  banks  these  broad  powers  or  eliminate  them  as 
to  detract  from  their  greater  usefulness?  I  plead  guilty  to  being  a 
disciple  of  old-style  banking  in  so  far  as  these  principles  apply  to 
present-day  need.  There  has  crept  into  the  minds  of  those  who  now 
have  to  do  with  the  new  order  of  things,  that  only  the  big  things 
are  really  worth  while.  The  little  fellow  feels  that  he  is  being  relegated 
further  to  the  rear,  that  his  prerogatives  are  no  longer  recognised,  in 
fact,  are  being  taken  from  him,  and  that  there  is  evidence  to  show 
that  conditions  for  him  will  become  more  intolerable,  that  the  steam 
roller  may  be  employed  to  bring  about  his  complete  subjugation  to  iron 
rule.  If  this  is  carried  out,  as  it  seems  now  is  planned,  presently 
there  may  be  that  unified  banking  system  ruled  by  an  ''autocrat,"  and 
we  will  have  acquired  some  of  the  late  Kaiser's  hellish  kuHur,  the  effect 
of  which  may  be  to  destroy  or  limit  greatly  the  freedom  of  operation 
now  enjoyed  by  state  banks.  This  may  sound  purile  to  some,  I  hope 
not,  however,  to  a  majority.  I  believe,  even  to  the  contrary,  that  the 
little  fellow  operating  a  small  country  bank,  far  remote  from  the 
din  and  clamor  of  the  city,  is  just  as  important  and  just  as  necessary 
in  his  little  niche  as  a  managing  officer  of  the  large  city  bank  is  in 
his  sphere.  Trust  powers  for  state  banks,  or  any  other  powers  that 
apply  to  large  banks,  should  be  preserved  and  guaranteed  to  the 
state  banks  if  they  need  and  want  them.  Let  us  stand  for  greater 
powers,  for  increased  powers,  united  powers,  for  conformity,  for  uni- 
formity and  for  everything  that  makes  for  the  best  in  state  banking; 
but,  in  doing  so,  let  us  cling  to  that  old  style  of  state  banking  that 
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insures  broad-spirited  liberality,  and  let's  make  the  balance  of  power 
radiate  it  so  that  its  power  will  perrade  the  influence  for  better 
banking  legislation. 

Several  other  delegates  joined  in  the  discussion,  but  the 
stenographer  who  reported  the  convention  was  unable  to  report 
their  remarks  in  form  suitable  for  publication. 

President  Hazlewood  :  It  gives  me  a  good  deal  of  pleasure 
to  introduce  to  you  one  of  our  own  members,  a  man  who  has 
been  identified  with  the  State  Bank  Section  from  the  very  start. 
He  has  received  a  signal  honor,  an  appointment  on  the  Federal 
Reserve  Board.  I  am  sure  you  will  be  very  much  pleased  to 
hear  from  Mr.  Henry  A.  Moehlenpah  of  Wisconsin,  who  is,  in 
his  own  words,  "a  little  country  banker.^' 

STATE  BANKS  AND  THE  FEDERAL  RESERVE 
SYSTEM 

Hekey  a.  Moehlenpah 

I  appreciate  the  hour  is  late  and  it  is  very  warm,  and  I  see  my 
friends  from  the  northern  section  and  from  the  mountain  section 
very  busy  with  their  handkerchiefs,  but  I  shall  make  what  I  have 
to  say  brief.  I  am  very  glad  and  happy  today  to  have  this  privilege 
of  meeting  once  more  the  members  of  my  host  company,  the  State 
Bank  Section  of  the  American  Bankers  Association.  As  the  chairman 
has  stated,  it  has  been  my  pleasure  and  privilege  from  the  very  first 
day  to  have  an  opportunity  in  this  organization,  and  I  am  glad,  Mr. 
Chairman  and  gentlemen,  that  this  child  is  beginning  to  walk  and 
beginning  to  talk  and  articulate  and  beginning  to  get  under  things  and 
to  take  its  part  as  the  great  controlling  constituency  of  the  American 
Bankers  Association,  and  I  am  glad  because  in  this  meeting  today 
men  from  the  back  row  have  taken  their  part  and  had  their  say.  The 
State  bankers,  the  backers  of  our  state  charter  institutions  of  our 
country,  control  this  great  Association  numerically,  they  control  it 
from  every  other  standpoint,  from  the  standpoint  of  contribution,  they 
make  the  running  expenses  of  this  Association,  but  just  recently  you 
have  come  to  your  own  and  I  am  glad  for  you  and  I  am  glad  for  this 
opportunity.  I  say  good-bye,  but  to  thank  you  most  for  what  you 
have  been  to  me  and  for  my  state  and  for  what  you  are  going  to  be. 
It  has  been  my  privilege  as  a  banker  to  serve  in  a  community  of  about 
nine  hundred  people  for  twenty-five  years  and  I  do  not  think  it  is 
an  exaggeration  to  state  that  the  majority  of  the  membership  of  the 
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American  Bankers  Association  come  from  sudi  communities.  They 
do  not  come  to  the  convention  hall,  they  are  not  heard  here,  but  they 
pay  their  dues  and  support  the  Association  and  I  charge  and  challenge 
you  gentlemen  of  this  Section  to  at  all  times  have  a  respect  and 
give  them  your  ccmfidence  as  you  may  legislate  and  act  for  them  in 
the  convention  and  do  not  forget  them.  As  I  come  to  this  meeting 
today,  I  want  you  men  to  understand  that  I  am  still  a  hanker  and 
still  belong  here  because  I  have  not  yet  qualified  as  a  member  In  the 
Federal  Reserve  Board,  and  what  I  say  I  would  like  to  say  from 
your  midst  as  well  as  from  the  side  line, — as  one  of  your  members 
and  not  in  any  other  way  nor  in  any  other  capacity.  I  understand, 
as  you  men  must  today,  that  we  have  come  from  this  great  war, 
from  this  great  trial,  I  am  sure  bigger  men  and  better  men.  We  can> 
not  face  our  problems  as  bankers  in  the  same  narrow  way,  the  same 
selfish  way,  as  we  have  in  the  past.  You  men  that  have  served  upon 
the  draft  board,  you  men  that  have  led  in  the  bond  drive,  jon  men 
that  have  given  your  sons  are  better  citizens  of  a  better  repuUic  than 
you  were  before  this  war.  If  we  are  better  and  deserve  the  position 
of  leadership  which  we  occupy  as  state  bankers,  we  will  have  to  have 
a  larger  program,  we  will  have  to  have  a  larger  vision  of  our  oppor- 
tunity as  public  servants  than  we  have  had  in  the  past,  and  as  I 
leave  the  rank  and  file  to  go  to  this  new  responsibility,  I  go  witii  the 
sincere  desire  to  enlarge  my  opportunity  that  I  may  serve  you  men 
and  my  country  better  than  I  have  in  the  past.  To  this  end  I  just 
want  to  ask  for  your  counsel,  for  your  advice,  for  your  help.  Hie 
administration  at  Washington  has  not  recognized  me,  but  they  have 
recognized  you  as  country  bankers  representating  one  of  the  great 
producing  classes  of  our  country,  the  agricultural.  They  have  sought, 
I  am  confident,  to  do  that  thing  that  will  be  of  the  greatest  service  to 
this  country  in  coming  to  you  in  this  way.  May  I  ask  you  to  give 
a  deeper  consideration  to  the  merits  of  the  Federal  reserve  syst^n? 
Where  would  we  have  been,  my  fellow-bankers,  when  this  war  broke 
upon  us,  if  it  were  not  for  this  system?  Thirty  millions  of  dollars 
raised  in  this  country,  we  sent  our  merchandise,  and  we  sent  our  money 
and  we  sent  our  boys,  that  triumphantly  saved  this  world  from  autoc- 
racy and  preserved  the  institutions  of  our  country  for  the  world.  So 
I  appeal  to  you,  you  men  who  occupy  so  unique  a  position  as  leaders 
in  this  country  that  you  conserve  and  appreciate  more  fully  your  posi- 
tion. The  Federal  reserve  system  is  your  servant  and  mine.  It  is  designed 
to  help  and  not  to  hurt  every  banker  and  every  citizen.  We  are  coming 
to  an  enlarged  opportunity  and  I  pray  that  soon  we  shall  enter  the 
open  door.  The  world  is  waiting  for  the  last  contribution  of  America. 
They  cannot  go  back  to  the  days  gone  by.  God  in  His  omnipotance 
has  spoken  to  the  human  race;  the  League  of  Nations.  The  idea  and 
the  ideal  is  from  the  mouth  of  God;  it  has  come  to  preserve  that  for 
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which  we  have  fought.  We  cannot  go  back  to  the  days  when  might 
makes  right  nor  to  the  day  of  arms  and  armaments  nor  to  the  day 
of  competition.  The  day  of  co-operation,  the  day  when  Christian  ideals 
are  to  govern  the  human  race  are  here,  and,  my  friends,  when  you 
think  of  your  relationship,  think  not  with  the  sordid  idea  of  the 
dollar,  but  in  terms  of  service;  and  as  we  shall  be  permitted  to  live, 
we  shall  render  an  accoiint  as  men  with  this  thing  before  us.  The 
prostrate  nations  of  the  world  are  waiting  to  see  that  treaty  signed 
so  that  governments  can  be  set  up.  And  do  you  understand  what 
that  means  to  America,  that  we  can  in  the  days  to  come  extend  credit 
to  establish  governments  that  will  exist  because  of  this  treaty;  that 
as  we  extend  this  credit  we  will  provide  the  means  by  which  the  great 
producing  classes  of  our  country  will  profit.  Why  should  it  be  delayed  ? 
We  cannot  pass  it  on  to  the  leadership  of  the  small  men  or  the  politi- 
cians; we  must  listen  to  the  heart  beats  of  the  people  of  this  world. 
When  that  day  comes,  it  is  going  to  make  large  demands  upon  bankers. 
W'e  ought  to  be  proud  that  we  have  a  unified  system  under  the  Federal 
Reserve  Act  where  we  can  move  up  to  that  larger  place  when  this  credit 
is  extended.  We  can  only  create  wealth  by  working.  The  producing 
classes,  the  laborer  and  the  farmer,  are  the  actual  wealth  producers 
of  our  country.  Their  welfare  is  ours,  my  friends.  My  message  would 
be  particularly  to  the  country  banker,  that  as  the  day  of  machinery 
comes  to  the  farmer  and  as  an  enlarged  opportunity  comes,  we  stand 
by  his  side  in  credit.  It  means  much  to  you.  If  the  amount  of  money 
today  that  is  in  the  banks  of  England  and  France  and  Japan  and  Italy 
and  the  Netherlands,  if  the  amount  of  money  equal  to  the  deposits 
in  those  countries  were  withdrawn  today  from  our  banks,  we  still  would 
have  enough  money,  as  much  money  as  was  there  in  1014.  Our  country 
has  thirty  billions  of  dollars,  ten  billions  will  be  returned,  but  a  debt 
remains  of  twenty  billions,  but  it  is  only  8  per  cent,  of  our  wealth 
and  the  dollar  of  America  is  now  the  standard  of  the  world.  Now, 
my  countrymen,  I  appeal  to  you  state  bankers,  not  from  a  technical  or 
commercial  standpoint,  but  because  of  the  opportunity  for  you  as 
the  servants  of  your  community  to  enlarge  and  better  the  productivity 
of  your  community.  I  have  three  suggestions,  three  observations  to 
make  with  no  thought  of  soliciting,  because  I  am  speaking  from  a  state 
country  banker's  standpoint.  First,  the  prestige  and  safety  of  the 
Federal  reserve  system  is  worth  all  it  may  cost  you  in  any  loss  that 
you  may  have  from  any  standpoint.  Find  out  what  your  neigh- 
bors are  doing,  do  not  be  deluded  into  thinking  that  as  state  bankers 
you  cannot  participate  in  those  benefits  to  the  same  advantage  as 
our  brother  member,  the  national  bcunk.  It  applies  as  well  to  the 
country  state  bank  as  to  the  city  state  bank.  And  second,  there  is  an 
appeal  before  Congress  to  grant  to  banks  of  cities  of  certain  size,  of 
certain  capital,  the  power  of  establishing  banks.     A  fear  has  come 


Digiti 


zed  by  Google 


630  THIRD  ANNUAL  MBETING 

up  among  bankers,  and  perhaps  rightly  founded,  that  that  pririkge 
might  be  extended  to  the  country  districts.  If  that  should  get  volume 
or  that  demand  should  increase,  it  will  be  because  of  one  reason,  and 
that  will  be  because  the  independent  banker  in  that  community  is  not 
serving  his  community  in  as  abundant  and  free  a  way  as  he  ought. 
I  challenge  this  as  my  second  observation  that  you  consider  carefully 
the  Federal  reserve  system  as  your  elder  brother,  as  your  reserve,  your 
first  reserve.  While  we  must  protect  the  independent  banking  system 
of  this  coimtry,  because  I  believe  it  is  American  and  democratic,  I 
ask  for  your  very  careful  consideration  of  that  phase.  Third,  from 
the  standpoint  of  service.  The  time  has  come  in  this  country, 
I  believe,  when  the  business  of  the  farmer  should  be  com- 
mercialized to  the  extent  that  he  become  a  business  man,  and 
that  his  paper,  the  products  of  his  labor  which  that  paper  represents, 
shall  become  more  current  in  this  country.  I  ask  the  country  bankers 
to  go  back,  to  be  leaders,  to  get  their  farmers  to  be  more  businesslike. 
When  that  paper  is  created,  paper  that  is  liquid  and  runs  off  in  a 
stated  period  of  time  for  those  products  we  should  produce,  they 
will  be  consumed.  I  state  to  you  there  is  no  better  paper  produced 
in  this  country  or  anywhere.  Take  that  paper,  and  by  using  the 
Federal  Reserve  system  to  serve  your  community  you  will  discover 
the  farmer  will  follow  rapidly.  There,  my  friends,  in  this  family,  in  a 
brief  and  direct  way,  I  would  ask  you  men  to  rise  as  coimtiy  bankers 
to  your  privilege  and  opportunity.  Now,  in  conclusion,  I  am  going 
to  be  a  lonely  chap  at  Washington  unless  you  help.  I  am  very  proud 
and  thankful  today  because  of  the  confidence  of  my  associates  upon 
this  Executive  Council  and  to  merit  your  help  and  your  confidence 
will  be  a  benediction. 

Mr.  Pdelioher:  My  former  colleague  from  Wisconsin,  now 
from  Washington,  D.  C,  has  been  a  member  of  the  Executive 
Council  of  the  State  Bank  Section  since  its  inception.  He  has 
been  peculiarly  the  representative  of  the  small  state  banks.  He 
is  now  among  us  today  as  a  member  representing  state  banking 
institutions,  and  I  believe  it  will  be  fitting  that  this  organization 
at  the  first  meeting  of  which  he  presided  should  resolve  that  we 
wish  our  colleague  long  life,  good  health,  and  God  speed  in  his 
new  undertaking.  I  so  move  you,  Mr.  Chairman.  The  motion 
was  duly  put,  seconded  and  carried. 

President  Hazlbwood:  I  should  like  next,  gentlemen,  to 
ask  a  man  to  talk  to  you,  one  of  our  hosts,  a  big  man  in  the 
Association,  a  man  whom  we  hold  in  very  affectionate  regard,  the 
first  Vice-President,  Mr.  Eichard  S.  Hawes. 
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Mb.  Hawbs:  I  have  been  deeply  interested,  the  brief  time 
while  here,  in  the  discuBsion  which  you  gentlemen  have  had.  It 
speaks  much  for  your  Section.  It  shows  that  the  democratic 
spirit  so  prevalent  with  your  President  has  permeated  clear 
through  into  the  organization  and  that  each  man  on  the  floor 
in  this  Section  has  his  say  and  voice  in  its  deliberations.  I  was 
also  very  much  interested  in  the  speech  of  Mr.  McCauley,  and 
the  Hon.  Henry  Moehlenpah,  both  of  them  giving  thoughts  which 
are  worth  taking  home  with  us.  I  want  first  to  say  this,  make 
this  little  report  to  you  gentlemen.  It  is  my  good  fortune  as 
Senior  Vice-President  of  your  Association  to  be  a  member  of 
the  Administrative  Committee  composed  of  the  section  heads, 
two  members  at  large,  and  the  oflBcers  of  the  Association.  Dur- 
ing the  year,  in  the  interval  between  Council  and  convention 
meetings,  that  conmiittee  is  the  final  court  of  resort  on  every- 
thing pertaining  to  the  activities  of  the  greatest  Association  in 
the  world,  the  American  Bankers  Association.  That  Committee 
is  supposed  to  act  not  for  any  section,  or  kind  of  banks,  but  to 
act  as  the  administrative  body  of  the  American  Bankers  Associ- 
ation without  bias,  and  with  the  interest  of  all  at  heart.  During 
the  past  year,  the  committee  has  met  many  times,  they  have 
considered  matters  which  we  deemed  of  the  utmost  importance 
to  the  welfare  of  every  banker  in  America,  and  seated  in  that 
committee  was  the  President  of  your  section,  Craig  Hazel  wood ; 
and  I  want  to  make  a  report  to  you  gentlemen  from  that  com- 
mittee that  no  man  sat  on  that  committee  whose  coimsel  was 
listened  to  with  more  interest,  no  man  gave  his  opinions  in 
more  unbiased  and  fair  and  upright  manner,  and  as  a  member 
of  the  Administrative  Committee,  I  certify  to  you  that  the 
American  Bankers  Association  first  and  your  section  second, 
was  ably  and  splendidly  represented  by  your  President.  Now, 
gentlemen,  you  have  had  a  long  session.  I  did  not  come  up 
here  to  talk  to  you,  but  merely  to  be  with  you  a  few  minutes 
and  listen  and  I  will  say  just  one  word  more  to  you.  We  are 
meeting  tomorrow,  the  day  after,  and  the  day  after  that, 
American  bankers  representing  every  state  in  the  Union  and 
representing  every  kind  and  character  of  banker.     We  are  a 
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conclave  of  men,  trustees  of  the  people's  money,  trustees  of  the 
interest  of  industrial  progress  and  trustees  of  every  economic 
question  before  the  country  for  consideration,  and  we  must  meas- 
ure up  to  the  responsibility  that  is  placed  upon  us.  We  must  carry 
back  from  this  convention  messages  which  will  mean  a  broad- 
ening vision  of  operation  and  greater  activities  among  our 
bankers;  we  must  assume  the  responsibilities  of  the  position  we 
occupy  and  lend  our  voices  in  the  solution  of  what  I  consider  to 
be  reconciliation,  not  reconstruction,  and  we  must  take  our 
place  in  the  march  of  progress — first,  of  course,  as  American 
citizens,  and  then  as  servants  of  the  people  and  trustees  of  their 
funds;  and  so  men  of  the  State  Bank  Section,  I  carry  this 
message  to  you,  if  I  may :  Listen  well  to  what  may  be  said  to 
you  in  your  section  and  in  your  general  sessions ;  gather  in  the 
thoughts  of  your  speakers,  and  enter  into  the  discussion  thereof; 
and  then  go  back  home  with  the  determination  that  you  will 
co-operate  and  co-ordinate  all  of  your  efforts  through  the  Ameri- 
can Bankers  Association  for  the  betterm^t  of  the  people  and  the 
betterment  of  the  finances  of  this  country. 

President  Hazlewood:  The  next  in  order  will  be  the 
appointment  of  committees  for  this  convention.  I  will  appoint 
on  the  Nominating  Committee  the  following  gentlemen:  Mr. 
D.  M.  Armstrong  of  Memphis,  Tenn.,  Mr.  L.  H.  Pamsworth  of 
Salt  Lake  City,  Utah,  and  C.  J.  Wohlenberg  of  Holstein,  Iowa, 
and  they  will  be  prepared  to  bring  in  nominations  for  the  posi- 
tions of  President,  Vice-President  and  two  new  members  of 
the  Executive  Committee  on  the  Besolutions  Committee, 
I  will  appoint  Mr.  R.  S.  Hecht  of  New  Orleans,  Mr.  E.  S, 
Gardner  of  Philadelphia,  and  Mr.  H.  L.  Hopkins  of  Clark,  S. 
Dak.,  and  this  committee  will  also  report  tomorrow  afternoon. 
The  next  subject  is  new  business.  Is  there  anything  to  come 
before  the  meeting  in  the  nature  of  new  business?  If  not, 
motion  to  adjourn  will  be  in  order. 

Mr.  Samuel  (Oklahoma) :  I  desire  to  call  jour  attention 
to  one  thing  and  that  is  the  recognition  of  the  secretaries  of 
state  banking  associations  of  strictly  state  bankers.  I  under- 
stand that  under  the  present  by-laws  and  rules  of  the  American 
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Bankers  Association  only  one  association  in  each  state  is 
recognized.  Now  in  several  of  the  states  we  have  two  associa- 
tions by  reason  of  the  operation  of  the  guaranty  laws,  and  it 
seems  to  me  it  would  be  quite  fitting  and  proper  that  the  secre- 
taries of  the  separate  associations  representing  state  bankers 
should  at  least  be  given  an  honorary  position  in  the  association, 
or  it  might  not  be  amiss  that  they  should  be  recognized  jointly 
and  each  have  a  half  hold  on  it.  However,  that  will  be  a 
matter  to  be  taken  up  in  the  future,  but  I  do  think  that  this 
Association  ought  to  take  some  action  whereby  secretaries  of 
state  bank  associations,  strictly  speaking,  may  be  recognized  as 
honorary  members  at  least  where  they  are  not  recognized  at  all 
at  the  present  time. 

Pbesidbnt  Hazlewood:  If  the  gentlemen  will  present  sug- 
gestions to  the  Executive  Committee  at  their  meeting  which 
will  inmiediately  follow,  I  am  sure  they  will  be  glad  to  have 
them. 

The  meeting  then  adjourned. 

SECOND  SESSION 
Tuesday  Afternoon,  September  29 

The  second  general  meeting  of  the  State  Bank  Section  was 
called  to  order  at  two  o'clock  by  President  Hazlewood,  who 
said: 

We  have  a  very  interesting  program  this  afternoon,  and  I  am 
sure  you  will  all  enjoy  it.  One  of  the  great  problems  of  a  bank, 
particularly  a  country  state  bank,  is  the  problem  of  wise  adver- 
tising policies.  I,  in  my  capacity  in  my  own  institution,  inter- 
view a  great  many  men  regarding  advertising  propositions 
during  the  year.  I  see  a  very  great  nimiber  of  schemes,  adver- 
tising schemes,  publicity  schemes,  that  are  presented,  and  I  see 
so  many  of  them  that  are  utterly  futile  and  utterly  undignified 
and  foolish.  Now,  we  have  asked  a  gentleman  to  speak  to  you 
today  on  the  general  subject  of  advertising  with  particular 
reference  to  the  country  banks.  He  has  chosen  for  the  title  of 
his  address  ^^ringing  Up  Capitalists.'^    This  gentleman  is  him- 
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self  an  expert  in  the  matter  of  advertising,  and  we  felt  that  it 
-was  rather  better  to  bring  a  man  before  you  who  had  made  a 
study  of  the  subject  from  a  business  standpoint  than  it  was  to 
ask  a  man  in  our  own  profession  who  may  have  had  experience 
in  that  direction.  I  take  pleasure  in  introducing  to  you  this 
afternoon,  therefore,  Harvey  Blodgett^  president  of  the  Harvey 
Blodgett  Company  of  St.  Paul. 

BBINQINQ  UP  CAPITALISTS 
Habvby  a.  Blodgett 

When  your  President  invited  me  to  fill  a  place  on  your  program 
with  a  diacuBBion  of  practical  publicity  plans  for  banks  having  mem- 
bership in  your  Association,  I  gladly  accepted  tiie  assignment;  for  I 
believe  that  financial  publicity  should  pulse  with  tiie  action  of  these 
imparallelled  times;  that  it  should  rise  to  the  Bational  exigencies. 
And  BO  I  shall  try  to  demonstrate  in  this  presence  how  blank  publicity 
properly  devised,  modernized,  can  have  a  marvelous  influence  in  estab- 
lishing sanity  where  reason  is  in  danger  of  dethronement;  how  it  may 
entwine  the  roots  of  thrift  and  of  economy,  and  of  straight  thinking 
about  the  heart  of  the  republic;  and  how  it  may  be  a  greater  factor  in 
increasing  the  nation's  resources  in  working  capital  and  in  efficient 
producers. 

Today  the  nation  stands  in  need  of  more  capitalists,  of  small  estate 
as  well  as  large,  that  its  financial  reserves  may  be  mobilized;  and 
that  the  sane  thought  of  the  serious  minded,  who  have  something 
at  stake,  who  have  an  interest  in  industrial  development,  may  pre- 
vail against  the  wild  theories  which  are  being  propagandized  without 
limit  or  restraint. 

Not  long  ago  our  country  demonstrated  that  it  was  possible  to 
marshall,  at  short  notice,  an  enormous  army  of  capitalists,  who, 
millions  strong,  worked  and  saved  and  invested.  But  this  army 
sprang  into  being  suddenly,  and,  the  war  over,  is  rapidly  disbanding. 
The  need  of  organized  thrift  remains;  indeed  it  grows.  The  banks 
of  the  nation  are  logically  the  central  thrift  stations  at  which  financial 
power  is  generated.  The  demand  is  for  more,  many  more  capitalists. 
Whence  shall  they  come?  The  material  is  all  about  you.  It  has  proved 
once  its  responsiveness.  What  better  avenue  of  af^roach  to  these 
potential  capitalists  have  the  banks  than  through  their  publicity  T 

It  ill  becomes  the  bank  publicist  to  assume,  in  times  like  these, 
that  the  highest  mission  of  a  bank's  advertising  is  to  press  its  claims 
for  business  from  those  who  feel  the  need  of  a  banking  connection; 
or  to  demonstrate  to  the  public  such  distinct  advantages  as  it  imagines 
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it  has  over  its  neighbors  ia  the  way  of  superior  facilities  and  com- 
mendable enterprise;  or  a  degree  of  official  integrity,  by  implication, 
rare  among  its  competitors.  I  disagree  emphatically  with  those  who 
persist  that  a  bank's  advertising  should  be  distinctly  and  selfishly  its 
own,  should  mirror  it  to  the  public  as  in  a  class  by  its^f.  The  bank 
which  adheres  to  this  idea  and  talks  only  of  itself  will  find  scant 
response  from  the  masses. 

I,  for  one,  prefer  to  assume  that  bank  publicity  has  a  higher  calling. 
That,  in  the  main,  it  should  be  devoted  to  the  bringing  up  of  more 
capitalists,  to  the  encouragement  of  initiative  and  creativeness.  It 
should  be  the  antidote  for  the  propaganda  of  radicalism,  the  cure  for 
economic  illiteracy.     Why  not? 

And  I  am  convinced  that  a  bank,  in  adopting  modernized  publicity 
policies,  such  as  I  shall  presently  outline,  will  sacrifice  not  a  whit 
in  direct  benefits  and  substantial  results. 

While  the  war  was  on  ^e  nation  was  at  cme  in  its  willingness  to 
sacrifice  and  work  that  we  might  win.  Class  differences  were  sunk 
in  the  common  purpose.  But  no  sooner  had  the  curtain  rung  down  on 
the  battle  fields  of  France  than  did  this  country  become  a  battlefield 
of  **words  and  phrases."  As  the  months  elapse  the  action  of  the  drama 
becomes  swifter  and  louder. 

You  gentlemen  who  live  and  move  in  an  environment  of  culture 
are  apt  to  fail  to  appreciate  how  those  in  humanity's  less  favored  classes 
are  influenced  and  dominated  by  the  propaganda  of  radicalism.  You 
read  your  daily  papers  and  your  soundly  edited  current  magazines 
and  assume,  perhaps,  that  this  safe  propaganda  predominates.  Pos- 
sibly you  forget,  too,  that  the  abundant  phrases  and  glittering  promises 
of  the  demagogue  sound  sweet  to  a  large  proportion  of  the  great  mass 
of  citizenship.  Those  who  would  extinguish  capital  and  set  license 
free,  who  would  throttle  initiative  and  shadde  production;  and  those 
who  would  foist  upon  us  daring  experiments,  find  open  ears  right  in 
your  own  communities. 

The  social  unrest  you  read  so  much  about  isn't  in  distant  communi- 
ties; it  is  fomenting  at  your  doors,  and  it  is  something  with  which 
you  must  reckon. 

Ihe  condition  of  social  unrest  in  England,  admittedly  worse  than 
in  this  country,  is  incited  by  a  class  of  propagandists  aptly  described 
by  W.  A.  Appleton,  president  of  the  International  Federation  of  Trade 
Unions.  His  eloquent  words  are  well  worth  quoting  because  they  con- 
tain a  timely  warning  to  America.  These  demagogues,  says  Mr.  Apple- 
ton 

*'Have,  in  the  main,  to  deal  with  an  unthinking  proletariat.  They 
may  enrich  their  promises  with  rhetoric's  choicest  ornaments;  they 
may  build  not  castles  in  Spain,  but  empires  on  formulae.  They  have 
no  reeponeibility.    They  usually  suffer  from  moral  obliquity  and  con- 
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Btructiye  paralysis.  To  demand  rather  than  to  provide  is  their  metier. 
The  consequences  of  these  demands  are  either  heyond  their  intelligence 
or  without  influence  upon  their  consciences.  Th^  will  diaerfullj 
adopt  and  promulgate  every  panacea  of  the  ancients  or  the  modems, 
and  just  as  eheerfuUy  discard  and  forget  them.  Whoever  dies,  they 
live;  whoever  fails,  tiiey  are  triumphant.  It  is  no  use  analyzing  in> 
tentions.  A  nation  faced  with  strang^ation  can  only  deal  with  effects 
and  the  effects  of  the  propaganda  which  these  revolutionaries  have 
fathered  are  culminating  in  disaster." 

I  quote  this  sane  labor  leader  because  similar  insidious  influences 
are  at  work  in  this  country  trying  to  destroy  what  the  banks  of  the 
nation  are  helping  to  foster  and  oonstruot.  And  I  hope  to  develop  in 
your  minds  the  belief  that  you  bankers,  in  your  publicity,  have  an 
opportunity  to  combat  the  evil  of  this  endless  outpouring  of  destructive 
propaganda.  For  this  propaganda  is  dulling  tiie  senses  of  the  re- 
public; it  is  undermining  the  purposes  of  men  and  women;  it  is 
nipping  promising  careers  in  the  bud;  it  is  interfering  seriously 
with  the  successful  bringing  up  of  the  numberless  capitalists  idiose 
contribution  to  the  nation's  resources  in  wealth  and  brain  and  effort 
are  needed. 

Almost  everyone  wants  to  be  a  capitalist.  A  customer  with  capital 
is  the  banker's  delight.  His  interests  are  in  common  with  the  man 
who  is  trying  to  get  ahead  in  the  world.  The  more  capitalists  the 
banker  can  aid  in  bringing  up,  and  the  larger  numbers  he  can  shield 
from  the  insidious  wiles  of  financial  wolves,  the  more  his  institution 
and  his  community  will  be  enriched.  Therefore  I  often  wonder  why 
so  many  bankers  are  most  attent  upon  the  needs  of  those  who  have 
arrived. 

"A  capitalist,"  says  Webster,  "is  one  who  has  capital  for  investment; 
a  person  of  large  property  which  is  or  may  be  employed  in  busineBS." 
Is  not  Webster  a  little  old-fashioned  in  his  definition  T  Perhaps  whan 
he  wrote  it  savings  banks  were  not  as  popular  as  now;  at  least  there 
were  no  Liberty  Bond  owners.  If  a  modem  Webster  should  revise 
this  definition  I  believe  he  would  extend  it  to  every  one  who  has 
a  modest  sum  at  interest. 

Fred  Stone's  definition  of  a  socialist  is  "one  who  has  nothing  and 
is  willing  to  divide  with  everybody."  The  more  capital  one  acquires 
the  further  his  sympathies  become  removed  from  the  aims  of  the 
agitator.  The  best  panacea  for  social  unrest  is  the  treatment  which 
makes  people  better  off. 

Give  the  laborer  a  living  wage,  so  that  he  can  have  a  margin  over 
the  cost  of  living,  and  then  inspire  him  to  save  and  you  make  a 
capitalist  of  him.  Thus  you  help  in  a  most  practical  way  toward 
the  solution  of  the  labor  problem. 

"Production,  not  phrases,"  says  the  labor  leader  I  have  quoted  "are 
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needed  in  these  crucial  times  of  international  unrest."  And  so  while 
the  industrial  world  turns  its  attention  to  the  vital  matter  of  in- 
creasing human  production,  why  is  it  not  logical  for  the  financial 
world  to  concentrate  on  the  taak  of  producing  more  capitalists? 

During  the  war  we  made  pretty  good  headway  in  turning  out  capital- 
ists but  since  the  armistice  the  work  has  lagged,  not  being  anybody's 
business  in  particular,  and  we  may  fairly  conclude  that,  on  the  whole, 
the  making  of  spendthrifts  is  gaining  the  upper  hand. 

If  all  the  mon^  waste  resulting  from  inordinate  desire  for  luxury, 
from  misplaced  confidence  and  stunted  financial  judgment  could  be  re- 
corded and  appraised  I  fear  it  would  force  the  conclusion  that  we  are 
a  nation  of  children  trying  to  cut  our  eye  teeth  on  the  keys  of  Paradise. 

War  savings  are  fast  falling  into  the  coffers  of  the  luxury  vendor 
and  the  fake  promoter. 

By  the  time  two  billions  or  so  of  War  Savings  Stamps  mature  the 
majority  of  their  owners  will  have  masters'  degrees  in  the  art  of 
spending.  All  their  able  and  designing  teachers  will  have  to  do  is 
cash  in. 

The  propaganda  designed  to  separate  people  from  their  money  greatly 
outmeasures  the  thrift  propaganda  both  in  quality  and  quantity.  It 
abates  not.  The  one  obvious  necessity  is  to  set  up  an  organized 
thrift  propaganda  which  will  not  be  a  repetition  of  platitudes;  but 
which  will  match  the  masterful  literature  of  the  cohorts  of  unthrift. 

Nowadays  if  a  man  has  some  half-baked  socialistic  theories  he  wants 
to  get  out  of  his  system  into  the  fertile  minds  of  the  proletariat  he 
mounts  a  soap  box  and  quickly  draws  a  sympathetic  crowd.  Then,  to  his 
heart's  content  and  the  delight  of  his  audience  he  damns  capitalists, 
employers,  bankers  and  everybody  else  who  is  trying  to  do  constructive 
work  with  brains  and  money.  Ignorance  champions  causes  which 
keep  men  poor.  There  never  was  a  time  when  so  many  interests  were 
ofi'ering  panaceas  for  every  social  ill,  or  were  suggesting  so  many 
untried  programs  of  procedure. 

Gentlemen,  do  you  often  see  a  man  on  the  street  comer  preaching 
thrift  to  the  unreached,  or  showing  the  unled  how  to  become  capitalists? 

Weigh  at  this  moment  the  aggregate  infiuence  of  the  advertising 
of  thirty  thousand  banks  and  ask  yourselves  how  much  real  influence 
bank  publicity,  in  the  mass,  has  in  competition  with  the  propaganda 
of  the  leaders  of  unthrift,  unrest  and  revolution. 

Bank,  publicity  should  challenge  ambition,  should  educate,  inform, 
inspire,  mold  public  thought.  The  plea  'ni)ank  with  us"  should,  in 
reasonable  measure,  give  way  to  the  inspiration  to  "produce  more, 
save  more;  hecotne  a  capitaiiet" 

The  best  way  to  make  a  boy  a  level-headed,  industrious,  conscientious 
man  is  to  give  him  a  good  bringing  up.     Stuff  a  boy  with  vicious 
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literature  and  he  becomes  fed  up  with  evil.  The  humaa  mind,  like 
the  human  body,  thrives  on  the  nourishment  it  reoelTes. 

Stuff  an  older  boy's  head  with  L  W.  W.  doctrine  and  you  rear  a 
Bolshevist. 

Imbue  a  young  boy,  or  an  older  one  for  that  matter,  with  suooees 
thoughts  and  you  rear  a  capitalist. 

Now  there  is  knowledge  enough  in  the  banks  of  the  nation  to  show 
everybody  how  to  become  an  honest-to-goodness  capitalist.  In  none 
too  many  baidcs  does  this  knowledge  find  outward  expression  in  helpful 
propaganda,  disseminated  as  publicity;  but  it  is  kept  on  tap  and 
fed  sparingly  to  the  few  who  come  with  open  mouths^  One  can  bat 
wonder  why  so  many  banks  are  keeping  this  priceless  wisd<»n  to 
themselves  or  bestowing  it  on  the  few,  when  the  printed  word  offers 
such  a  simple  medium  for  multiplying  the  numbers  who  may  profit 
from  it.  And  one  wonders  more  when  he  reflects  that  almost  every 
bank  is  expending  sufficient  funds  in  general  publicity,  often  without 
concrete  policies,  to  accomplish  splendid  results  in  educating  and  inspir- 
ing and  bringing  up  potential  capitalists. 

The  minority  who  succeed  often  get  their  education  through  hard 
knocks  and  needless  setbacks.  By  grafting  the  "how  to  succeed" 
idea  on  individuals  painful  failures  may  be  prevented  and  many  a  suc- 
cess hastened.  If  it  is  the  proper  business  of  tiie  physician  to  prevent 
disease,  and  of  the  lawyer  to  steer  his  client  clear  of  litigation  why 
is  it  not  the  logical  thing  for  a  bank,  through  its  publicity,  to  prevent 
failure  rather  than  to  indicate  an  overwhelming  desire  to  minister 
mainly  to  the  successful? 

Now,  I  embrace  the  theory,  without  reservations,  that  the  best  way 
to  scotch  the  evils  of  radical  propaganda  is  to  fill  the  public  mind 
with  constructive,  self-helping  propaganda.  A  person  bent  on  winning 
success  hasn't  time  to  listen  to  demagogues.  There  is  no  room  for 
destructive  thought  in  a  mind  filled  with  constructive  purpose.  Feed 
ambition  and  you  starve  Bolshevism.  It  is  likely  the  case  of  beneficent 
bacteria  overpowering  and  eating  up  harmful  bacteria. 

How  are  we  to  apply  all  this  reasoning  to  the  publicity  of  banks? 
I  imagine  I  hear  some  one  ask  "is  all  this  theory,  or  is  there  a  prac- 
tical way  to  work  it  out?"  One's  position  is,  indeed  weak,  if  he  ex- 
pounds theory  and  sidesteps  formulae. 

In  a  very  recent  address  before  financial  advertisers  I  strongly 
recommended  that  a  bank  reduce  its  advertising  policies  to  written 
words.  You  may  discuss  plans  and  methods  orally,  and  <m  separate 
occasions,  but  sucb  discussion  should  lead  to  an  intelligently  co- 
ordinated program,  iff  you  sit  down  and,  with  or  without  experienced 
oounsel,  consider  your  field,  its  needs,  its  opportunities;  and  then 
balance  and  weigh  various  plans  for  aooomplishii^  your  ends;  and 
if  out  of  this  you  crystallize  definite,  workable  poHcies  and  reduce 
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them  to  writing,  you  will  have  a  finished  policy  which  redcons  with 
cause  and  e£Fect;  you  will  have  a  chart  to  go  by;  you  will  haTe  a 
standard  for  every  member  of  your  organization  to  square  his  actions 
with;  you  will  have  set  a  high  goal  of  achievement.  And  then,  with 
your  policy  established  you  will  find  it  comparatively  easy  to  choose 
methods  and  materials  to  put  it  into  action.  Without  definite,  crys- 
tallized policies  an  advertiser  is  as  a  rudderless  ship. 

Perhaps  this  discussion  can  be  of  some  real  service  if  I  conclude 
it  with  a  suggested  policy  which  may  form  the  basis  of  one  which  may 
better  reflect  your  individual  needs.    We  will  start  it  thus: 

PiTBLiciTT  Policies  or  State  Bank  or  Blankvillb 

The  following  declaration  of  Publicity  Policies  of  this  bank  is  not 
intended  for  the  sole  guidance  of  the  person  having  its  publicity  in 
immediate  charge.  It  is  desired  that  every  member  of  this  organization 
become  familiar  with  these  policies  and  interpret  them  in  his  or  her 
daily  contact  with  the  public. 

It  shall  be  the  purpose  of  the  publicity  of  this  bank  to  set  hi^ 
standards  of  individual  effort,  not  only  to  its  customers  and  pros- 
pective customers,  but  to  its  ofllcers  and  employes  as  well.  Therefore 
it  is  the  desire  of  the  management  that  each  and  every  one  of  us 
read  every  piece  of  advertising  matter  issued,  and  then  reflect  its 
spirit  and  redeem  its  promises  in  the  fullest  measure. 

Recognizing  the  fact  that  the  results  of  publicity  are  cumulative 
rather  than  immediate;  and  that  to  gain  large  results  requires  time, 
this  policy  shall  govern,  not  for  a  limited,  but  rather  for  an  indefinite 
time.  By  adopting  this  policy  the  publicity  of  this  year  will  bear 
fruit  next  year;  and  to  the  publicity  of  subsequent  years  will  be 
added  the  cumulative  benefits  of  all  behind  it. 

It  will  not  be  the  policy  of  our  publicity  to  sing  the  bank's  praises 
so  much  as  to  imbue  the  minds  of  customers  and  potential  customers 
with  the  fundamentals  of  success.  We  believe  we  can  gain  more  by 
telling  the  public  what  this  bank  can  do  for  folks  than  by  the  reitera- 
tion of  what  it  M,  and  how  zealously  its  staff  co-operates.  Our  publicity 
should  make  all  this  self-evident.  The  best  way  to  convince  the  public 
that  this  is  a  bank  of  genuine  service  is  to  visualize  its  service.  The 
public  will  quickly  make  its  own  appraisal,  judging  as  it  will,  by 
deeds  rather  than  by  self-sung  praises.  We  will  rest  our  hopes  for 
practical,  substantial  results  on  the  belief  that  a  bank  which  inspires, 
guides  and  helps  the  individual  in  his  effort  to  reach  a  larger  estate 
will  be  chosen,  inevitably,  by  that  individual  as  the  scene  of  his 
operations. 

It  shall  be  the  policy  of  this  bank  to  chart  its  advertising  plans  well 
in  advance  rather  than  to  attempt  single  ventures  as  they  are  offered 
from  time  to  time.    In  this  manner  all  the  publicity  may  be  co-ordinated 
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and  its  component  parts  devised  with  a  view  to  furthering  the  goieral 
plan. 

It  heing  evident  that  a  successful  policy  cannot  be  conceived  without 
having  clearly  defined  aims,  it  is  determined  that  our  publicity  will 
have  the  following  ends  in  view: 

Part  I.    The  development  of  consistent,  permanent  thrift. 

In  doing  our  part  in  encouraging  thrift  we  will  not  only  increase 
our  opportunities  for  profit  and  build  for  the  future  but  will  perform 
a  great  public  service.  For  thrift  and  discontent  do  not  abide  in  the 
same  individual;  and  the  demagogue  draws  his  adherents  from  the 
ranks  of  the  unthrifty  and  untaught. 

In  order  to  be  in  deed  as  well  as  in  name  a  consistent  exponent  of  the 
principles  of  thrift  this  bank  will  construct  its  publicity  program  so  as 
to  give  due  attention  to  the  following: 

a.  Dramatizing  to  the  community  at  large  the  vital  message  of 
the  blessings  of  thrift,  in  varied  and  interesting  terms. 

b.  Furnishing  depositors  who  now  have  savings  accounts  with  con- 
stant inspiration,  that  the  saving  habit  may  be  solidly  established, 
and  that  their  purposes  may  not  waver. 

c.  Encouraging  the  Liberty  B(md  owner  to  persistently  hold  hia 
bonds  and  to  pyramid  his  investment  by  reinvesting  the  interest  there- 
from; inspiring  the  War  Savings  Stamp  owner  to  continue  bis  thrift, 
and  to  steadfastly  retain  his  holdings. 

d.  Promoting  the  "Work  and  Save*'  idea,  knowing  that  more  produc- 
tion on  the  part  of  every  individual  will  bring  the  happy  solution  of 
vexed  national  problems;  and,  also,  promote  the  progress  of  potential 
capitalists. 

e.  Teaching  the  fundamental  principles  of  safe  investment  This 
bank  will  make  known,  through  its  publicity,  the  willingness  of  its 
officers  to  counsel  with  those  who  wish  advice  upon  investment  matters. 
It  will  also  lend  every  encouragement  to  the  idea  of  saving  here  to 
acquire  funds  for  permanent  and  safe  investment. 

f.  Encouraging  the  adoption  of  the  ''home  budget"  as  a  practical 
means  of  promoting  economy  and  reducing  living  costs.  Also  laying 
emphasis  on  the  "pay  as  you  go"  idea  and  the  avoidance  of  debt 

Part  2.    The  development  of  commercial  business. 

It  will  be  our  policy  to  make  known  to  every  depositor  now  cm  the 
bank's  books  all  the  ways  in  which  we  can  serve  him.  We  will  not 
be  satisfied  to  let  the  depositor  discover  his  own  need;  but  we  will 
offer  him  constructive  suggestions  which  will  enlarge  his  understanding 
of  financial  methods  and  of  this  bank's  facilities.  Our  publicity  for 
this  department  will,  therefore,  be  directed  along  the  following  lines: 

a.  Making  clear  the  advantages  of  a  checking  account  and  of  estab- 
lishing an  acquaintance  at  this  bank. 

b.  Teaching  borrowers  and   future  borrowers  the   fundamentals  of 


Digiti 


zed  by  Google 


STATB  BANK  SECTION  641 

eredit  building;  this  not  so  much  with  a  view  to  creating  outlets  for 
money  as  for  the  better  purpose  of  helping  men  to  so  conduct  their 
affairs  that  their  responsibility  will  be  enhanced.  Credit  is  the  stock 
in  trade  of  this  bank.  It  is  based  upon  invested  capital.  It  should 
be  used  to  increase  production  and  profit.  The  man  who  qualifies  as  a 
credit  risk  governs  his  actions  with  high  ideals.  Therefore,  in  aiding 
men  to  develop  credit  this  bank  will  perform  a  useful  service  to  the 
community. 

c.  Encouraging  discussion  of  business  projects  with  the  bank's  officers 
and  an  analysis  by  them  of  the  motives  and  opportunities  of  those 
who  are  striving  for  success;  by  so  doing  mistaken  business  policies 
may  be  set  aright  and  deserving  plans  may  be  helped  to  their  fruition; 
thus  initiative  and  creativeness  will  find  deserved  co-operation. 

d.  Aiding  the  farmer  in  joining  his  acres,  his  toil  and  his  money 
with  the  facilities  of  this  bank  for  increasing  his  production  and  the 
rewards  therefor;  co-operating  with. the  farmer  and  others  in  concen- 
trating theii"  indebtedness  where  it  properly  belongs — at  the  bank — 
and  encouraging  thereby  cash  buying  and  the  use  of  discounts;  also, 
bringing  the  farmer  and  the  town  into  a  closer  bond  of  understanding. 

e.  Co-operating  with  the  local  merchant  in  his  effort  to  stay  the 
tide  of  competition  of  mail  order  houses. 

The  publicity  of  this  bank  will  be  directed  toward  these  objectives 
and  in  view  of  the  necessary  breadth  of  this  program  the  greatest  care 
will  be  exercised  that  every  dollar  of  expenditure  may  be  directed 
toward  the  furtherance  of  these  objects. 

The  advertising  appropriation  of  this  bank  for  the  ensuing  twelve 

months  will  be  $ . 

»     •     • 

Some  of  you  will  say  that  this  is  a  very  pretentious  program.  Others 
that  I  have  omitted  much.  But  gentlemen,  when  there  is  so  much 
that  needs  to  be  done;  and  when  there  is  so  much  that  can  be  accom- 
plished through  a  carefully  devised  publicity  policy;  and  when  the 
country  is  engulfed  in  a  sea  of  propagakida  seeking  converts  to  ideas 
antagonistic  to  individual  efficiency  and  to  financial  sanity,  is  it  not 
strange  that  any  bank  will  continue  to  spend  its  advertising  appropria- 
tion for  pointless  publicity,  uncontrolled  by  concrete  policies? 

"How,''  asks  some  one,  "are  such  comprehensive  publicity  policies 
to  be  carried  out?"  The  answer  is,  as  I  have  said  on  other  occasions, 
by  turning  your  publicity  into  efficient  propaganda.  It  won't  cost 
you  any  more  than  would  sporadic,  haphazard,  unrelated  advertising 
ventures.  In  the  last  analysis  it  means  making  your  publicity  an 
intensive,  intelligently  devised  system  of  community  education  for  the 
purpose  of  bringing  up  capitalists. 

President  Hazlewood:  That  was  a  very  thoughtful  paper 
and  a  very  important  speech^  and  I  should  like  to  have  it 
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followed  up  by  general  discuseion  if  there  be  sonong  you 
some  who  would  like  to  talk  on  this  subject  of  bank  advertising. 
I  have  often  studied  the  matter;  I  have  often  had  it  in  mind 
that  in  the  case  of  banks  there  was  a  difference,  a  very  strong 
difference  between  advertising  and  publicity.  If  I  send  a  brass 
band  out  on  the  street  with  the  name  of  my  bank  on  the  big 
bass  drum,  that  is  publicity;  but  it  is  not  advertising,  to  my  way 
of  thinking.  It  is  not  advertising  in  the  sense  that  it  creates 
confidence  in  my  institution;  and  to  my  way  of  thinking  that 
is  the  whole  sum  and  substance  of  bank  advertising.  When  you 
go  into  a  shoe  store  to  buy  a  pair  of  shoes  you  want  to  be  satis- 
fied that  the  shoes  are  the  right  quality  and  the  right  price; 
you  have  no  question  in  your  mind;  there  is  no  reason  for 
questions  in  your  mind  whether  the  shoe  store  is  financially 
responsible  and  will  be  there  tomorrow  or  the  next  week  or  the 
next  year;  but  when  you  go  into  a  bank  to  establish  a  bank 
connection  you  not  only  want  to  know  that  the  quality  of  the 
service  that  you  will  receive  is  correct,  but  further  that  ihat 
bank  will  endure,  and  that  the  connection  that  you  are  estab- 
lishing with  them  will  be  one  that  you  will  be  glad  to  have  for 
many  years  to  come.  And  so  it  seems  to  me  that  bank  advertis- 
ing is  after  all  one  of  the  best  methods  of  inducing  confidence 
in  your  institution  on  the  part  of  the  public  at  large.  Now,  I 
would  like  to  have  a  discussion  on  this  subject.  I  see  a  man 
in  the  audience — ^he  doesn't  know  that  I  have  him  in  mind — 
who  is  one  of  the  best  advertisers — one  of  the  best  in  the  sense 
that  he  is  one  of  the  most  resultful  advertisers  in  this  section 
of  the  country.  He  is  a  national  banker  partly,  but  a  state 
banker  as  well.  I  haven't  asked  his  permission  but  I  would 
like  very  much  to  ask  Mr.  Woodruff  of  Joliet  if  he  would  say 
just  a  word  on  this  subject  of  bank  advertising. 

Mr.  Woodruff:  Advertising  may  be  classified  as  indirect 
and  direct  The  first  of  these  classes  of  advertising  is  typified, 
of  course,  particularly  by  newspaper  copy,  newspaper  advertis- 
ing. And  we  believe  that  our  experience  shows  that  the  best 
of  what  you  may  call  the  direct  form  of  advertising  is  the  direct 
circular  letter.     Now,  of  course,  there  are  lots  of  different 
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kinds,  of  advertisiBg  stunts  that  can  be  used  and  that  will 
really  bring  some  residts,  and  yet  when  you  get  down  to  real 
brass  tacks  for  the  future  bank,  particularly  the  average  small 
bank,  the  two  fundamental  things  in  our  mind  are  newspaper 
advertising  and  direct  circular  letters.  And,  of  course,  your 
advertising  must  be  gotten  up  in  a  way  that  will  really  get 
results.  As  I  go  across  the  country  now  and  then  and  pick  up 
the  newspapers  in  every  town  I  go  through  where  the  train  stops 
and  I  can  buy  one,  I  turn  to  see  whether  they  have  live  or  dead 
banks,  and  I  often  find  a  string  of  dead  banks.  I  donH  have 
to  do  anything  more  than  look  at  the  paper,  because  there  I 
will  find  the  old-fashioned  business  cards.  Of  course,  the  copy, 
we  all  know,  is  an  important  thing;  the  copy  must  be  up  to 
the  minute;  must  have  punch  in  it,  and  at  the  same  time  must 
have  a  certain  degree  of  dignity  that  goes  with  the  banking 
business.  And  the  position  in  the  paper  is  important.  I  always 
like  to  get — and  I  don't  suppose  many  of  your  expert  advertisers 
will  agree  with  me  on  the  location — but  I  always  like  to  get  on 
the  second  page  of  the  paper  down  at  the  bottom  on  the  outside 
comer.  You  never  can  get  the  first  page,  but  as  a  fellow  turns 
over  his  page  of  a  paper  he  doesn't  get  away  from  that  bottom 
comer  where  his  hand  turns  the  paper  over  and  very  often  you 
can  get  that  privileged  position  in  your  local  newspaper.  Then 
the  matter  of  setting  up  is  important.  Some  of  you  may  have 
a  decent  looking  building  that  you  have  a  picture  of.  Put  your 
building  at  the  top  of  your  cut,  because  even  if  you  live  in  a 
fairly  small  place,  when  you  get  out  and  try  to  have  people 
choose  your  bank  for  their  business — ^let  us  say  that  yours  is 
the  Smithville  National  Bank,  and  the  First  State  Bank  is 
down  the  street  a  block — ^you  will  be  surprised  to  find  out  that 
the  average  fellow  doesn't  know  which  is  the  Smithville  National 
Bank  and  which  is  the  First  State  Bank.  But  the  picture  of  a 
building,  if  you  happen  to  have  a  building  that  looks  fairly 
good — ^and  if  you  haven't,  you  had  better  get  one — the  picture 
of  the  building  will  lead  the  people  to  come  to  the  right  bank. 
So  we  believe  that  it  is  important  to  get  some  character  of 
advertising  beyond  the  mere  name  that  will  bring  the  men  into 
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your  bank,  so  that  really  your  competitor  won't  get  the  advan- 
tage— ^that  is,  the  direct  advantage  of  your  advertising.  And  so, 
after  you  have  put  this  series  of  advertising  in  the  newspapers, 
and  after  you  have  created  a  general  feeling  of  familiarity  witii 
your  bank  follow  this  with  more  direct  advertising — ^just  like 
Spearmint  advertises,  for  instance.  They  just  say  ^Spearminf'; 
you  see  the  name;  you  know  ifs  gum;  you  know  it  is  a  nickle; 
you  know  there  are  five  sticks,  and  you  know  it  is  Spearmint 
Yet,  that  doesn't  sell  you  the  gum.  In  addition,  of  course,  yon 
see  the  sign  right  on  the  counters,  and  a  good  looking  girl  behind 
the  soda  fountain  is  pushing  it  out,  and  that  is  what  brings  the 
sale.  And  so  in  the  banking  business  you  have  got  to  create  the 
knowledge  that  you  are  in  the  banking  business  and  that  your 
bank  is  a  sound,  serviceable  bank,  and  that  you  want  to  serve 
the  people.  The  best  way  to  accomplish  this  is  by  well  thought- 
out  circular  letters.  Address  them  to  Mr.  Smith,  ^^Dear  Mr. 
Smith,"  or  if  you  know  him  well  enough,  '*Dear  Bill,**  and  have 
his  name  written  in  on  your  circular  letter  in  such  a  way  that 
*T)eBX  Bill''  won't  know  it  is  a  circular  letter.  Make  an  appeal 
to  Bill  to  come  into  your  bank  and  do  business  with  you;  teU  him 
in  the  letter  why  you  want  him  to  do  business  with  you — that 
you  want  him  to  come  in  as  soon  as  he  comes  down  town  tiie 
next  time,  so  he  won't  feel  that  it  is  just  something  that  he  can 
come  in  to  see  you  about  any  time.  Make  him  feel  tiiat  it  is 
his  business  to  come  down  to  your  bank  whether  he  is  going 
to  do  business  with  you  or  not.  And  then  when  you  sign  the 
letter,  for  God's  sake  don't  sign  it  with  a  rubber  stamp  like  a 
lot  of  fellows  do.  If  you  haven't  time  to  sign  your  letters  because 
you  have  a  whole  lot  of  them,  and  that  may  be  so,  then  have 
your  stenographer  or  somebody  in  the  bank  forge  your  name 
if  necessary,  but  write  it  in  ink  so  that  when  *T)ear  Bill"  gets 
the  letter  it  looks  like  a  real  letter  from  you.  I  get  letters  from 
big  banks  all  over  the  country  every  little  while  soliciting 
business,  and  by  golly  they  have  a  rubber  stamp  signature  <m 
the  bottom.  Of  course,  it  doesn't  get  by  at  all.  Now,  tiboee  are 
the  two  things  in  my  mind,  the  two  fundamental  methods  of 
getting  business ;  and  it  is  a  surprising  thing  how  many  people 
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who  get  the  right  kind  of  circular  letter — I  am  not  talking  now 
of  the  general  newspaper  advertising — ^but  it  is  a  surprising 
thing  how  many  people  will  take  that  letter  in  their  hands  and 
come  right  down  to  the  bank  and  say:  "I  got  your  letter  and 
I  came  in/'  and  it  is  a  great  satisfaction  to  have  that  happen^ 
because  you  know  you  are  not  wasting  your  advertising  appro- 
priation. In  that  case^  of  course^  you  ought  to  accompany  the 
letters  by  appropriate  little  booklets  or  cards  or  little  things 
that  will  attract  interest^  and^  of  course^  that  gets  us  into  the 
discussion  of  the  booklet  advertising  field.  I  know  that  the 
Chairman  is  getting  nervous  for  fear  I  am  going  to  talk  all 
afternoon  before  I  get  through^  but  I  must  say  that  the  whole 
field  of  financial  advertising  is  a  subject  that  means  money  to 
usy  all  of  us  in  the  banking  business^  and  it  means  the  extension 
of  great  good  to  our  people.  Just  as  our  interesting  speaker 
of  the  afternoon  has  said  it  is  the  great  power  to  extend  better 
ideas  and  the  ideas  of  success  to  the  people  of  your  community. 
And,  of  course,  we  who  belong  to  the  American  Bankers  Associa- 
tion, particularly  during  the  last  ten  or  twelve  years,  have  come 
to  leam  that  our  reward  of  being  in  the  banking  business  comes 
from  the  feeling  that  we  are  doing  a  good  job  in  our  local  oom- 
mimities,  and  that  in  addition  to  the  payment  of  dividends  we 
are  really  improving  the  life  and  conditions  and  the  future  of 
our  neighbors  and  our  friends. 

Mr.  Huxpobd:  I  do  not  quite  agree  with  our  friend,  Mr. 
Blodgett,  though  I  appreciate  his  magnificent  address  and  his 
suggestions.  I  believe  the  state  banks,  all  those  state-chartered 
institutions,  are  of  enough  importance  with  all  of  their  resources 
known  to  the  public,  and  I  believe  that  what  the  state  banks 
are  should  be  pounded  into  the  general  public  and  not  left  to 
inference,  as  is  the  case  today.  A  certain  class  of  banks  have 
in  Washington  a  government  oflBcial  who  acts  in  a  certain  sense 
as  the  advertising  manager  of  that  class  of  banks,  and  I  am 
certain  that  the  effect  of  that  upon  the  general  public  is  away 
beyond  anything  that  we  appreciate.  Now,  I  want  to  iadd  just 
another  thought  in  connection  with  the  letter  proposition.  We 
have  tried  it  out  in  our  own  little  institution  and  have  found 
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that  we  have  an  advantage  by  it;  if  you  will  incorporate  in  yonr 
letter  a  question  which  requires  an  answer  and  if  you  will  endoee 
with  the  letter  a  return  envelope  properly  addressed  it  will  be 
the  means  of  getting  in  closer  touch  with  your  prospective  cus- 
tomers and  will  soon  lead  to  something  that  will  be  material  to 
your  institution. 

President  Hazlewood  then  introduced  W.  H.  Booth,  Chair- 
man of  the  Conference  Committee  of  State  Banking  Institutions, 
who  reported  as  follows : 

JOINT  CONPEEENCE  COMMITTEE 
Willis  H.  Booth 

I  owe  you  an  apology  for  not  appearing  yesterday  aa  the  program 
had  indicated.  Unfortunately  we  have  three  Sections  interested  in 
the  same  Conference  Committee  and  the  program  had  not  been  pre- 
viously arranged  so  that  it  did  not  overlap,  and  as  wer  could  not 
be  every  place  at  the  same  time,  I  extend  that  apology  in  coming  to 
you  today  to  make  you  such  a  report  as  we  can  at  this  time  in  regard 
to  the  Joint  Legislative  Committee  of  Nine.  This  committee  ia  made 
up  of  three  members  from  the  State  Bank  Section,  three  from  the 
Savings  Bank  Section  and  three  from  the  Trust  Company  Section  of 
the  American  Bankers  Association,  called  into  conference  in  regard 
to  such  matters  affecting  state-chartered  banka  as  are  of  national 
character  legislatively.  In  order  that  you  may  understand  the  work 
of  the  committee,  which  was  only  formulated  at  the  session  of  the 
Executive  Council  at  White  Sulphur  Springs  in  May,  I  will  have  to 
impose  upon  your  meeting  for  just  a  few  moments  and  repeat  the 
history  of  the  movement  and  give  the  facts  which  made  the  foundation 
for  our  existence.  There  has  been  a  feeling  for  some  time  among  those 
of  us  who  are  connected  wiUi  state-chartered  institotiims  that  in  the 
direction  of  legislation — and  I  refer  in  my  remarka  today  clearly  to 
national  legislation— in  the  direction  of  legislation  of  a  national  charac- 
ter, it  is  becoming  steadily  more  important  that  the  view-point  of  the 
state-chartered  banks  be  given  an  adequate  ccAstruetion  and  freed 
from  such  delusion  as  may  have  been  necessary  when  it  went  through 
the  natural  processes  of  the  formulating  method  of  adminiatratioB 
by  the  American  Bankers  Association  and  those  asaociated  with  its 
Federal  and  national  interests.  And  so  about  a  year  ago,  in  weatiier 
much  like  this,  though  a  little  hotter,  we  had  here  in  St.  Louis,  a 
little  meeting  of  those  who  were  interested  in  the  state^artered 
institutions, — interested  primarily  in  seeing  that  in  matters  of  national 
legislation  the  viewpoint  of  the  state-chartered  institutions  be  given 
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adequate  eonstruction.  The  result  of  tliat  meeting,  as  you  know,  was 
the  formation  of  an  organization  called  the  "United  States  Council 
of  State-chartered  Banks''  or  some  such  name — I  don't  believe  I  have 
ever  said  it  twloe  alike — hut  aa  I  have  indicated  to  you,  its  desire  was 
to  present  to  the  authorities  at  Washington  the  viewpoint  of  the  state- 
chartered  institutions  in  matters  which  affected  their  interests.  And 
so  we  established  offices  in  Washington  and  we  got  in  touch  with  all 
of  the  state  banks  that  we  could  and  the  state  associations  throughout 
the  country,  working  always  in  order  to  keep  ourselves  entirely  free 
from  any  work  which  the  American  Bankers  Association  was  doing, 
working  only  in  such  ways  that  would  be  helpful  to  them  and  in  no 
way  disturb  them.  The  result  of  the  first  two  or  three  meetings 
of  that  work,  I  think — our  meetings  having  been  held  in  July  and 
the  last  meeting  of  the  American  Bankers  Association  in  Chicago 
in  September — ^was  a  feeling,  a  very  broad-gauged  feeling  on  the  part 
of  those  in  authority  in  the  A.  B.  A.,  a  very  broad-gauged  appreciation 
of  the  fact  that  there  was  in  this  country  a  very  strong  opinion  to  the 
effect  that  in  matters  of  national  legislation  state  banking  institutions 
had  to  be  considered.  As  a  result  very  broadly  appreciative  changes 
were  made  in  the  Constitution  of  the  American  Bankers  Association 
which  brought  into  its  administrative  functions  and  into  its  active 
life  very  much  more  of  benefit  for  the  state-chartered  banks  than  had 
previously  been  possible.  It  also  bore  evidence  of  the  fact  which  we 
all  were  boimd  to  consider,  that  it  might  be  perfectly  easy  for  us  to 
clear  up  with  one  machinery  what  we  were  imable  to  clear  up  with 
two.  This  was  very  broadly  conceived  by  your  good  President,  and 
we  soon  got  into  conference  and  consultation  to  see  if  we  couldn't 
possibly  effect  such  changes  in  the  organic  organization  of  t^e  American 
Bankers  Association  and  of  the  State-chartered  Bank  Section,  that 
we  might  possibly  hy  one  system  of  machinery,  rather  than  by  two, 
accomplish  the  result  that  was  near  and  dear  to  all  of  our  hearts. 
So  we  labored  good-naturedly  and  with  patience — and  I  am  afraid 
Hazlewood  had  more  patience  at  times  than  I  had — anyway,  between 
us  we  managed  to  accumulate  enough  patience  to  meet  at  White 
Sulphur  Springs  and  there  we  worked  out  the  situation.  We  had 
the  entire  support  of  the  ESxecutive  Council  of  the  A.  B.  A.,  because 
as  the  months  had  gone  on  and  as  the  work  had  been  under  way, 
the  very  importance  of  it  forced  itself  into  national  recognition.  And 
it  became  evident  that  when  state-chartered  banks  had  matters  of 
national  legislative  interest  in  which  th^  alone  were  vitally  concerned 
they  should  be  allowed  to  act  independently  on  sneh  matters  and  not 
subject  to  refer  them  to  others  who  mi^t  have  a  contradictory  interest 
The  result  of  that  was  an  amendment  to  the  By-laws  or  the  Constitu- 
tion— I  am  not  sure  which — of  the  American  Bankers  Association  which 
you  will  be  asked  to  vote  upon.     This  amendment  will  be  taken  up 
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probably  tomorrow,  and  with  it  you  are  no  doubt  more  or  less  familiar; 
but  I  would  rather  enjoin  upon  you  the  necessity  of  making  yourselTes 
familiar  with  the  details  of  that  amendment.  At  any  event  it  provides 
that  in  matters  of  legislative — ^national  legislative — character  the  state- 
chartered  banks  may  act  through  their  own  properly  authorized  au- 
thority independent  of  the  authority  of  the  Executive  Coimcil  what 
they  desire  so  to  do.  So  that  was  a  long  step  forward.  It  accomplished 
everything  in  a  large  way  that  the  state  banks  had  previously  desired 
to  do  when  they  formed  their  own  organization.  It  squared  very  well 
with  the  impressions  which  all  of  us  had,  and  so  we  figured,  very 
naturally,  that  one  organization  could  pass  away  so  far  as  its  activities 
in  this  field  were  concerned,  and  we  could  concentrate  on  this  work 
here  so  we  could  all  be  sitting  around  the  same  table  more  frequently, 
save  expenses  and  make  a  concentration  of  effort  and  accomplish  that 
which  was  all  we  had  in  mind,  the  real  result.  So,  in  order  to  make 
this  joint  legislative  action  independent  in  character  and  coH>perative 
where  the  interests  were  mutual  between  the  state  chartered  banks 
and  other  interests,  a  Committee  of  Nine  was  suggested.  And  it  is 
for  that  committee  I  desire  to  say  a  word;  that  Committee  of  Nine 
was  appointed  by  joint  rescdution  of  the  various  Sections.  We 
organized  at  White  Sulphur  Springs  and  we  have  taken  our  work  well 
and  seriously  to  hand  and  to  heart.  We  haven't  been  able  to  do  as 
well  as  we  wanted  to  do,  because  we  have  had  the  breaks  on,  pending 
the  time  when  these  amendments  as  submitted  by  the  Council  should 
be  authorized.  We  are  ready  for  action  now;  we  have  done  a  good 
deal  of  work,  and  we  took  a  very  positive  position  on  the  Edge  Bill 
in  the  interest  of  the  Trust  Company  Section  and  our  efforts  were  well 
rewarded  and  we  feel  very  satisfactory  about  them.  And  so  I  feel 
in  submitting  this  little  report  to  you  that  the  oonunittee  is  now  or- 
ganized and  it  will  be  doing  for  you  in  the  intwest  of  state-chartered 
banks,  work  of  a  very  positive  and  independent  character,  meeting  at 
all  times,  of  course,  with  your  official  sanction  and  squaring  its  actions 
entirely  with  the  policies  of  your  organization.  I  would  enjoin  upon 
you,  if  I  may  presume  to  do  so,  the  importance  of  giving  your  com- 
mittee, when  named,  your  fullest  cooperation.  They  are  going  to  be 
obliged  to  write  to  you  frequently  for  your  judgment  upon  matters  of 
legislation.  Please  be  good  enough,  even  though  you  are  hasj,  to 
reply  to  those  letters  and  give  them  the  benefit  of  your  judgment. 
You  haven't  any  idea  how  strongly  re-inforced  a  legislative  committee 
is  when  it  feels  that  the  membership  of  the  organization  whidi  it  rep- 
resents has  spoken;  that  the  members  have  given  it  the  benefit  of  their 
judgment  and  that  the  committee  can  act  four-square  on  such  judgment 
as  given  to  them.  So  here  we  are,  and  the  committee  is  ready  to  be  of 
any  service  to  you  that  it  can.  It  reminds  me  a  little  bit  of  a  story 
I  have  in  mind  which  I  am  going  to  take  the  liberty  of  relating  to 
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you.  There  was  a  man  onoe,  and  a  yery  dear  friend  of  mine,  and  a 
novelist  of  some  dietinction,  who  was  working  for  a  newspaper,  and 
he  got  fired,  and  we  happened  to  be  talking  one  night  and  I  said,  "How 
did  you  happen  to  lose  your  job?  How  did  you  happen  to  resign  from 
the  newspaper  work  and  go  to  writing  norels?"  He  said,  "I  didn't 
resign;  I  got  fired."  And  I  said,  "What  did  you  get  fired  for?" 
He  said,  "It  was  like  this,  the  man  that  owned  our  newspaper  was 
an  agnostic;  he  didn't  believe  in  anything,  anywhere,  on  earth  or  above 
the  earth  or  anywhere  else,  but  he  had  a  daughter,  a  very  fine  woman, 
of  a  very  outstanding  Christian  character  and  she  conducted  the  re- 
ligious column  in  the  same  newspaper.  Finally  the  old  man  died  and 
I  went  up  to  commiserate  with  the  family.  I  was  there  on  the  day 
of  the  funeral,  and  the  old  man,  being  of  peculiar  disposition  and 
inclinations,  had  insisted  that  he  be  interred  in  his  evening  clothes, 
and  so  the  body  was  arranged  that  way.  I  went  in  and  was  talking 
with  the  daughter  and  doing  the  best  I  could  to  impress  her  with 
how  seriously  I  was  touched  by  the  situation,  when  she  said  to  me, 
'Isn't  it  terrible?  Isn't  it  terrible,  father  had  no  belief?'  And  I 
said,  'Yes,  it  is.  It  is  very  unfortunate.  He  is  all  dressed  up  and  no 
place  to  go.'"  (Laughter).  Now  I  wouldn't  like  you  to  put  us  in  the 
same  position.  We  hope  that  we  are  not  waiting  for  the  interment; 
we  hope  to  be  alive,  to  be  of  some  real  benefit  to  you,  and  we  are  ready 
to  serve  you  if  you  will  pass  the  proper  amendment  to  the  Constitution 
and  give  us  the  chance  to  be  of  some  real  service  to  you. 

Prbsident  Hazlewood:  I  will  next  introduce  to  you  a 
gentleman  from  the  capital  city  of  the  state  of  Kansas^  Mr. 
William  Macferran^  who  is^  I  understand,  an  orator;  he  is  a  man 
of  strong  ideas  and  strong  personality  and  I  am  quite  sure  will 
make  you  an  interesting  address.  I  commend  him  to  your  atten- 
tion. Mr.  William  Macferran^  president  of  the  State  Savings 
Bank  of  Topeka,  Kansas,  on  ''State  Bank  Rights." 


STATE  BANK  BIGHTS 
William  Maofsbbak 

80  far  as  I  know  the  state  bankers  of  the  United  States,  collectively, 
have  never  stated  upon  what  conditions  they  would  be  willing  to  join 
the  Federal  reserve  system.  Before  stating  my  views  on  this  subject, 
I  want  to  make  it  dear  that  I  am  strongly  in  favor  of  the  Federal 
reserve  bank. 

I  believe  it  the  best  piece  of  financial  legislation  Congress  ever  passed. 
I  also  believe,  just  as  strongly,  that  state  banks  are  quite  as  good  as 


Digiti 


zed  by  Google 


650  THIRD   ANNUAL   MEETING 

national,  serving  many  communities  better  and,  therefore,  believe 
tliey  sliouid  be  equally  protected  and  preserved. 

That  should  make  it  clear  that  I  am  not  antagonistic  to  the  Federal 
reserve  bank,  but  I  think  its  directors  should  not  be  antagonistic  to 
state  banks ;  I  also  think  the  Comptroller  should  show  more  friendUneaa, 
instead  of  adhering  to  his  method  of  attacking  them,  which  I  most 
heartily  condemn. 

I  do  not  think  state  bankers  can  serve  two  masters.  That  has 
never  been  successfully  done  by  anyone. 

1.  If  it  is  desirable  that  state  banks  become  members  of  the  Federal 
reserve  bank,  I  believe  our  bank  would  apply  at  once  and,  if  accepted, 
buy  stock  and  make  the  necessary  deposit  of  gold  reserve,  provided  the 
regional  bank  could  exercise  no  authority  whatever  over  it  up  until 
the  time  when  it  should  desire  to  borrow. 

2.  VVlien  that  time  comes,  the  Federal  reserve  bank  should  have 
the  right  of  examination;  with  its  authority  limited  to  ascertaining 
whether  it  was  living  up  to  Kansas  state  laws  and  solvent. 

3.  If  these  two  conditions  were  found  to  be  satisfactory,  and  the 
bank  had  Qovemment  Bonds  or  acceptable  paper,  I  think  the  re-discount 
should  be  granted. 

4.  If  the  bank  was  found  disobeying  the  state  laws  under  which 
it  was  organized,  or  was  insolvent,  it  would  then  not  be  entitled  to 
the  loan. 

5.  In  acting  upon  the  application  of  a  state  bank  for  admission, 
the  Federal  Reserve  Board  could  examine  and  pass  upon  the  banking 
laws  of  the  state  under  which  it  was  organized,  and  if  they  were 
found  objectionable,  not  admit  any  banks  from  that  state  until  the 
laws  were  corrected  l^  the  legislature. 

6.  If  this  was  the  extent  to  which  the  Federal  Reserve  Board 
could  mix  in  state  bank  affairs,  such  banks  would  have  but  one  master 
and  their  independent  existence  not  be  endangered.  To  effect  this, 
necessary  changes  in  the  law  and  board  rulings  might  be  made. 

In  making  these  suggestions,  I  can  think  of  no  possible  loss  that 
could  come  to  the  Federal  reserve  bank  that  cannot  come  to  it.  There 
have  been  many  national  bank  failures  among  its  membership;  bat 
that  does  not  mean  losses  to  the  Federal  reserve  bank.  Undoubtedly 
there  have  been  none,  for  the  parent  bank  has  both  the  stock  and 
the  reserve  deposit  for  its  protection,  and,  unless  it  would  allow  an 
overdraft,  a  loss  is  hardly  among  the  possibilities. 

The  present  difficulty  in  harmonising  the  national  and  state  banks 
with  the  Federal  reserve,  might  have  been  avoided  if  Congress  had 
constructed  the  law  to  fit  botii,  insteltd  of  considering  the  y^M-ional 
banks  alone,  forgetting  the  16,000  state  institutions,  with  Hrger  assets 
and  just  as  sound  and  necessary  to  the  developmoit  of  the  country. 

Gentlemen,  we  want,  at  all  hazards,  to  prevent  the  destmctioB  of 
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our  magniilccnt  state  banking  system.  It  has  always  been  in  the 
majority,  both  in  numbers  and  assets,  and  has  been  in  the  forefront  in 
the  material  development  of  the  nation. 

Let  us  aid  the  Federal  reserve  bank  all  we  possibly  can  to  finance 
the  interests  of  this  great  country  of  ours,  especially  during  its  re- 
construction period,  but  it  should  be  done  without  injury  to  the  state 
banks,  and  I  believe  it  can.  Our  Senators  and  Congressmen,  certainly, 
will  help  us  to  this  end. 

Gentlemen,  if  allowing  the  banks  in  the  state  systems  to  become 
members  of  their  respective  Federal  reserve  banks,  upon  the  terms 
I  have  suggested,  oould  be  done  without  loss  to  the  Federal  reserve 
banks,  I  believe  it  would  be  beneficial  to  the  financial  interests  of  the 
nation  to  permit  it,  so  that  the  Federal  reserve  banks  might  present  a 
solid  front  and  receive  that  cooperation  which  is  so  much  needed  at 
this  time. 

Pkbstdent  Hazlewood  :  We  now  come,  gentlemen,  to  a  Bnb- 
ject  which  appears  to  me  should  be  one  of  great  interest, 
judging  from  the  number  of  conyersations  that  I  have  had 
during  the  time  of  the  existence  of  the  Federal  Reserve  par 
collection  system.  It  is  possible  that  there  are  no  new  phases 
in  the  exchange  question  as  the  subject  states,  but  in  any  event 
if  there  are  there  is  no  one  better  qualified  to  discuss  them  and 
to  present  them  effectively  than  our  own  Fred  Collins,  Vice- 
President  now,  if  you  please,  of  the  Bank  of  Conmierce  &  Trust 
Company  of  Memphis.  You  know,  in  making  this  introduction 
I  have  to  tell  one  of  Fred's  own  stories.  He  said  in  Marion,  Ten- 
nessee— before  he  came  over  to  Memphis — that  they  had  to  cut 
out  the  curfew  which  was  blown  at  nine  o'clock.  He  said  the 
trouble  was  the  curfew  woke  all  the  people  up.  I  would  like 
therefore  to  present  to  you  Mr.  Collins.  He  is  down  here  in  the 
audience  somewhere — ^yes,  there  he  is.  He  will  give  you  a  talk 
and  lead  a  discussion  on  the  question  of  exdiange.  Mr.  Collins. 
(Applause.) 

NEW  PHASES  OF  THE  EXCHANGE  QUESTION 
Fred  Collins 

About  the  time  we  were  getting  into  the  war  a  gentleman  asked 
a  friend  of  hie,  "Do  you  know  Tom  BartleyT"  and  his  friend  replied, 
"Yes,  I  know  him;  what  about  himT"  And  he  said,  "You  know  I 
went  to  a  show  with  Tom  the  other  night  and  we  got  seats  way 
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down  in  front,  and  the  band  played  the  'Little  Brown  Jog*  and  Tom 
thought  it  was  the  national  anthem  and  stood  np,  and,"  he  said,  *'I 
stood  up  too,  damn   it/'     You  know   in   ail   this   discussion   of   the 
exchange  question  on  par  clearances  I  have  tried  very  sincerely  to 
analyze  my  feelings  and  determine  if  I  was  allowing  my  prejudices 
and  my  interests  to  bias  my  judgment.     I  haven't  been  in  the  city 
very  long,  not  long  enough  to  get  city  broke,  but  you  know  I  have 
discovered  that  it  is  very  much  to  the  interest  of  a  bank — which  hap- 
pens to  be  a  good,  big  bank — to  have  par  clearances.    But  I  find  that 
have  just  as  keen  an  interest  in  proper  settlement  of  this  questios 
as  I  ever  had.     Did  you  ever  hear  the  story  <^  that  fellow  Jake,  a 
half-witted,  simple  kind  of  fellow  who  didn't  know  anything,  but  was 
a  genius  for  teaching  animals  to  do  tricks?     He  was  wonderful;  he 
oould  teach  a  horse  how  to  do  things — make  him  do  almost  anything 
except  talk;  he  oould  teach  his  dog  how  to  do  anything.    And  one  day 
it  happened  that  a  professor  was  walking  down   the  street  and  be 
saw  this  Jake,  this  foolish  boy  putting  his  dog  through  some  tricks, 
and  he  stopped  and  looked  at  him  and  wondered.     He  said,   "Jake, 
I  want  to  ask  you  a  question."    Jake  said,  ''All  right,  sir."    He  said, 
"Do  you  know,  I  am  a  college  professor;  I  am  a  graduate  in  Greek 
and  Latin;  I  have  written  two  or  three  books;   I  speak  four  or  trt 
languages,  and,"  he  said,  "you  know,  I  cant  teach  my  dog  to  do  any- 
thing.   I  want  you  to  tell  me  how  it  is,  explain  how  it  is  you  can 
teach  your  dog  to  do  everything."    Jake  hesitated  just  a  minute  and 
then  he  said,  "Well,  Professor  I  will  tell  you.    If  you  teach  a  dog  any- 
thing you  have  got  to  know  more  than  the  dog."    You  know  when  I 
was  here  before  in  August  I  had  a  great  deal  of  difficulty  because  the 
question   always   presented   itself   as  to  whether    I   knew  more   than 
the    dog.    In    Kentucky,    in    one    of    the    mountain    dbtricts,   there 
waa    a    Democratic    Congressional    District    where    there    was    just 
one     constituent.      The     chairman     of     that     district     waa      named 
Charley,     and     Charley     always,     when     they     had     a     presidential 
election     around,     went     back     over  the     mountains     about     fifteen 
milea  to  see  this  constituent.    He  wasn't  interested  enough  in  ordinary 
election,  but  when  Alton  B.  Parker  ran  for  President,  Charley,  as  was 
his  custom,  went  back  in  the  mountains   and   drove  up  in   front  of 
the  residence  of  this  old  gentleman.     The  old  gentleman  sitting  on 
the  porch  got  up  and  walked  down  to  the   fence  and  said,  "Hello, 
Charlie,"  and  Charlie  said,  "Hello,"  and  he  said,  "How  is  eveiythingf 
and  Charlie  said,  "It  is  all  right."    The  old  man  said,  "I  know  what 
you  are  up  here  for.    You  have  never  been  up  here  for  anything  else." 
He  said,  "Well,  Charlie,  who  do  you  want  me  to  vote  for  this  timef 
And  Charlie  was  very  proud  of  Alton  B.,  and  he  said,  "Uncle,  it  is 
Alton   B.   Parker,   the   peerless   statesman."     Unde   hesitated  just  a 
minute,   and   said,   "Charlie,   I  will   tell  you.     You  came  here  three 
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times  and  adced  me  to  vote  for  William  Jennings  Bryan,  and  I  roted 
for  him,  and  he's  made  us  a  damn  good  President  and  I  am  going  to 
rote  for  him  again."  Now,  you  know  there  are  lots  of  people  that 
oonsider  the  exchange  question  settled,  and  I  guess  you  will  put  me 
in  the  class  with  Uncle,  that  I  am  still  voting  for  something  that 
is  all  over  and  passed.  I  didn't  oome  here  this  afternoon  to  make  an 
address  on  the  exchange  question;  in  fact  I  came  here  under  an  agree- 
ment to  make  no  address.  You  know  they  tell  a  story  about  a  girl 
who  was  proposed  to  by  a  gentleman,  and  she  accepted  him,  but  asked 
him  if  he  wouldn't  kindly  put  it  in  writing.  He  said,  "Why,  of  course. 
But  havent  you  any  confidence  in  me?"  "Yes,"  she  said,  "I  have 
confidence  in  you,  but  I  had  confidence  in  two  or  three  other  fellows 
but  they  fooled  me."  I  didn't  put  it  in  writing  that  I  wasn't  going 
to  speak  and  I  am  not  going  to  be  fooled. 

The  exchange  question  is  not  settled,  because  it  has  not  been  settled 
right.  The  new  phase  of  the  question,  as  it  occurs  to  me,  is  the  fact 
that  it  seems  to  be  the  policy  of  the  Federal  reserve  banks  to  act  like 
the  Standard  Oil.  Th^  go  into  a  territory  like  the  Standard  Oil 
used  to  do,  they  put  prices  down  until  they  break  their  competitors, 
force  them  out  of  business,  until  they  haven't  got  money  enough  or 
resources  enough  or  courage  enough  to  stick  it  out.  After  doing  that 
then  they  take  charge  of  the  territory  and  make  all  the  money  bade. 
The  Federal  reserve  bank — the  Federal  Reserve  Board,  it  seems  to 
be  their  policy  to  pursue  the  same  course  in  forcing  this  thing  down 
the  throats  of  the  small  country  banks.  There  seems  to  be  a  restless- 
ness on  the  part  of  the  banks  in  this  country  who  are  interested  in 
this  question,  and  I  am  here  this  afternoon  just  to  say  to  you 
that  the  net  result  of  any  effort  we  make  in  this  contest  depends 
absolutely  on  the  activities  of  those  who  are  interested  in  it.  They 
will  tell  you  over  at  Washington  that  there  is  no  chance;  the  Secretary 
of  the  Treasury  will  tell  you  that;  the  Comptroller  will  tell  you  that; 
the  Board  will  tell  you  that  But  I  want  to  tell  you  what  we  did. 
We  went  to  Washington  on  this  question  with  the  Secretary  oi  the 
Treasury,  Mr.  McAdoo,  openly  opposed  to  us,  with  the  Comptroller  of 
the  Currency  against  us  and  working  against  us,  with  every  member 
of  the  Cabinet  against  us,  and  with  every  member  of  the  Federal 
Reserve  Board  against  us,  and  with  the  Banking  Committee  in  the 
House  against  us,  and  with  the  Banking  Committee  in  the  Senate 
against  us,  and  presented  this  matter  to  Congress  on  its  merits  and  got 
240  votes  in  the  house  to  118.  (Applause.)  How  did  we  do  it?  We 
didn't  do  it  in  Washington.  I  to<^  my  Congressman  in  the  back  room 
of  my  bank  and  I  presented  this  case  to  him  on  its  merits.  And  it  has 
merit  in  it.  There  is  a  vital  principle  involved  in  this  question  that- 
behooves  you  and  me  to  stand  up  for  our  rights  and  not  allow  things 
of  this  kind  to  stand  against  us.    You  know,  they  tell  the  story  about 
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Mr.  Jones,  the  great  Eyangelist  in  this  country,  taking  a  fellow  who 
drank  a  great  deal  of  liquor  out  behind  the  church  and  talking  to 
him  about  prohibition  and  quitting  drinking  liquor ;  after  Mr.  Jones  had 
had  his  say  the  man  said  to  him,  "Mr.  Jones,  he  said,  "listen,  if  you 
want  to  get  into  an  argument  with  me,  start  a  question  that  has  got 
two  sides  to  it."  If  I  wanted  to  argue  a  question  I  would  want  a 
question  that  had  two  sides  to  it;  I  don't  like  to  have  a  question 
that  is  all  one-sided.  Now,  what  are  the  arguments  that  have  been 
presented  in  favor  of  par  collections?  The  strongest  one  is  that  it 
would  be  a  good  thing.  That  is  a  mighty  hard  thing  to  answer; 
it  would  be  a  good  thing  for  me  to  have  your  money — it  would  be 
good  for  me,  but  how  about  you?  Now,  I  just  want  to  leave  this 
question  with  you.  I  just  have  said  what  I  have  in  order  to  find 
out  what  the  sentiment  is.  As  you  know,  we  went  up  to  Congress 
and  we  amended  the  law;  we  got  it  just  as  we  wanted  it;  we  got 
240  votes  in  the  House  to  118,  and  the  safest  majority  in  the  Senate. 
The  President  wrote  a  message  to  Congress  just  at  the  time  we  were 
going  into  the  war  and  asked  them  to  leave  it  alone,  as  a  war  measure. 
And  then  came  the  amendment  which  leaves  the  whole  question  in 
doubt.  So,  the  Board  has  interpreted  it  against  us,  so  now  there  are 
two  plans  left  us;  one,  is  te  go  to  Congress,  every  one  of  you  become 
active  and  get  the  law  amended;  the  other  is  to  ask  the  courts  to 
interpret  the  amendment  we  have  got.  Now  I  hope  the  discussion 
here  this  afternoon  will  bring  out  your  judgment  in  the  matter. 

There  is  just  one  thing  that  I  overlooked;  that  it  is  said  there  are 
some  small  country  banks — isolated — who  have  charged  unreasonable 
rates.  Now,  that  it  true.  But,  you  know  the  distinguished  Comptroller 
of  the  Currency  found  in  looking  over  the  country  some  bank8  who 
were  charging  exorbitant  interest  rates;  but  there  doesn't  happen  to  l)e 
anybody  insisting  that  we  do  away  with  interest.  Do  you  know 
why?  Because  that  protects  everybody.  You  know  we  have  had  sonif 
dishonest  men  in  Congress,  but  there  hasn't  been  anybody  suggesting 
that  we  do  away  with  Congress — though  it  might  be  a  good  idea. 

Me.  Johnson:  (Louisiana)  I  believe  that  I  represent  correctly  tlie 
sentiments  of  ninety-five  per  cent,  of  the  state  banks  of  Louisiana 
when  I  say  that  they  believe — or,  we  believe  that  the  interpretation 
of  the  Federal  Reserve  Board  regarding  par  collections  is  a  very 
unfair  and  autocratic  one.  We  believe  that  the  matter  of  exchange 
charged  is  a  reasonable  charge;  we  believe  that  it  is  fair  that  a  bank; 
like  any  other  service  of  tlie  people,  should  be  paid  for  the  service 
rendered,  and  the  banks  in  Louisiana  are  ready  to  take  some  united 
action  looking  to  the  amendment  of  the  par  collection  section  of  the 
Federal  Reserve  Act.  paragraph  13  of  Section  16.  We  believe  that  the 
American  Bankers  Association  and  marine  banks  of  the  country  cor- 
rectly reprcHcnted  this  subject  when   their  committee  of  twenty-five — 
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there  was  a  congress  of  all  the  banks  all  over  the  country — said  that 
a  reasonable  charge  should  be  allowed  for  the  services.  We  believe 
that  another  substitute  should  have  been  passed,  and  would 
have  been  passed,  except  for  the  unfair  and  arbitrary  big  stick  work. 
And  I  believe  now  that  it  is  time  for  the  state  banks,  especially  the 
small  ones, — and  I  believe  that  the  larger  banks  will  join  us  in  this 
movement, — ^to  organize  and  start  some  effective  work  to  produce  an 
amendment  and  settle  this  exchange  question  upon  a  fair  and  right 
basis.  It  is  true  that  we  became  much  discouraged  in  our  own  district 
because  the  Federal  reserve  bank  at  Dallas  told  us  that  we  have  no 
option  and  that  if  we  don't  care  to  remit  items  drawn  on  us  at  par 
we  will  have  the  privilege  of  paying  those  checks  over  the  counter, 
either  through  the  express  company  or  the  post  office,  or  their  com- 
pany agents  that  will  be  put  in  our  town.  We  believe  that  is  wrong, 
and  we  believe  that  we  ought  to  have  the  endorsement  of  the  State 
Bank  Section  of  this  Convention  in  producing  some  legislation  or 
some  registration  that  will  lead  to  a  change  in  the  situation. 

Mb.  Phillips:  (Illinois)  I  didn't  expect  to  talk  on  this  subject, 
but  perhaps  it  would  be  opportune  to  tell  you  some  of  my  own  experi- 
ences. I  happen  to  be  one  of  the  little  fellows,  too,  in  the  little  country 
town.  About  a  year  aj?o,  or  possibly  a  year  and  a  half  ago,  we  were  ad- 
vised very  pointedly  that  if  we  failed  to  remit  at  par  to  the  Federal  Re- 
serve Bank  in  Chicago  we,  too,  would  furnish  the  money  to  the  express 
company,  and  we  could  take  our  choice.  It  stirred  the  fighting  blood  in 
me,  and  I  immediately  sat  down  to  the  typewriter — I  am  ray  own 
stenographer,  by  the  way — and  wrote  to  my  friend,  Crovernor  McDougnll 
— he  is  my  personal  friend — that  we  remitted  to  them  exactly  the  same 
as  we  did  to  any  other  bank,  and  told  him  that  we  would  wait — that 
we  would  continue  to  do  that  until  he  put  his  word  in  accordance 
with  his  letter.  He  condemned  the  thing  that  they  had  proposed  to 
do  as  being  coercion  of  the  Kaiser  type.  And  that  the  last  I  ever 
heard  of  it.  About  six  months  afterwards  I  had  the  privilege  of 
sitting  in  a  hotel  in  Chicago  with  Governor  McDougall,  and  he  said 
he  hadn't  seen  the  letter.  I  presume,  however,  that  the  clerk  that 
signed  it  never  took  it  to  the  Governor.  But  the  Governor  had  a 
hearty  laugh  over  it  just  the  same.  Now,  I  agree  with  the  gentleman 
that  said  he  thinks  the  Federal  Reserve  Act  is  the  greatest  legislation 
ever  passed  in  this  country,  and  I  believe  it  is.  It  was  the  life-saver 
of  the  world  during  the  last  few  years,  and  I  hope  and  trust  and 
believe  that  the  time  will  come  when  every  bank  in  the  United  States 
will  belong  to  the  system.  Now,  I  don't  know  what  the  remedy  is;  I 
don't  know  the  way.  I  have  spent  some  time  thinking  on  the  subject, 
and  I  believe  we  can  arrive  at  some  solution  of  this  problem.  It 
does  soem  to  me,  that  possibly  laws  could  be  enacted  wherein  the 
Comptroller   of   the   Currency   would   not   meddle    in   our    affairs    any 
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more  than  it  was  neoesBarj,  and  laws  might  be  enaeted  wherein  ihB 
Just  earnings  on  the  monej  that  we  have  deposited  not  only  in  the 
state  banks,  but  in  the  national  banks  as  well,  should  go  bade  to  the 
people  from  whenoe  the  earnings  of  that  money  came,  in  the  way  of 
interest  payments  on  their  deposits  and  on  their  stock.  I  beUere 
it  would  be  fairer  to  turn  it  back  to  you  and  me  on  our  proportion  of 
the  money  that  they  have  had  the  use  of  rather  than  to  send  it  to 
Washington  to  go  into  the  Treasury  of  the  United  States,  and  I 
believe  that  they  will  solve  the  problem  along  those  lines,  because  it  is 
an  injustice  to  take  our  money,  or  the  money  of  the  National  Banks, 
and  not  pay  any  interest  on  their  daily  balances.  I  believe  that  some- 
body has  got  to  make  a  noise,  and  if  we  make  that  noise  loud  enough 
I  think  it  will  be  worked  out  in  Washington  sooner  or  later. 

Mb.  Oook  (Mississippi) :  I  suppose  I  represent  the  smallest  bank 
here.  I  know  I  am  one  of  the  smallest  men.  I  have  always  made 
a  fight  for  small  banks  in  our  state  association  in  the  South.  In 
Louisiana^  Mississippi  and  Alabama  our  towns  are  from  ten  to  Hfteen 
miles  apart,  and  those  towns  are  composed  of  one  or  two  merchants 
who  have  organised  small  banks  for  the  convenience  of  the  farmers 
to  get  their  money  and  to  sell  their  cotton;  they  have  been  running, 
to  my  certain  knowledge,  a  great  many  of  them,  six,  ei^t  and  ten 
years  without  paying  one  cmt  dividend.  It  takes  all  the  little  interest 
those  banks  get  from  deposits,  which  are  viery  small,  to  pay  the  cashier 
a  thousand  or  twelve  hundred  dollars  a  year  to  run  that  bank.  And 
if  you  take  that  away  from  them  you  shut  those  banks  up.  I  believe 
those  citizens  are  just  as  much  entitled  to  the  convenience  of  a  bank 
as  the  people  on  Washington  Street.  Now,  I  don't  know  what  is  the 
solution  to  this  proposition,  but  I  think  we  ought  to  have  an  expression 
from  this  Association  to  the  authorities  at  Washington,  to  the  Federal 
Reserve  Board,  to  let  those  little  institutions  alone.  They  are  not 
eligible  to  join  anyway.  Their  cspital  stock  isn't  large  oiough,  and 
they  ought  to  be  let  alone;  let  tbem  attend  to  their  own  business; 
quit  antagonizing  them. 

Mb.  Pobteb  (Utah) :  I  believe  the  question  raised  by  the  gentleman 
who  has  spoken  in  regard  to  state  rights  in  relation  to  the  Federal 
system  should  be  pushed  just  a  little  bit  further  and  taken  up  from 
the  other  angle.  As  a  state  supervisor  of  banks,  I  have  failed  to 
understand  why  it  has  been  thought  wise  and  practicable  to  parallel 
state  supervision  with  the  state  banks  belonging  to  the  Federal  reserve. 
In  the  first  place,  such  an  action  or  recommendation  is  based  upon  the 
assumption  that  the  state  supervision  is  not  competent  and  not  efficient, 
and  is  not  of  such  character  as  to  insure  the  safety  incident  to  the 
extension  of  credit  to  the  state  banks  by  the  Federal  reserve  institutions. 
Now,  if  that  is  the  case,  if  I  am  right  in  stating  that  that  is  the 
assumption  upon  which  this  plan  is  based,  then  the  situation  is  this: 
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that  this  Federal  reaerre  87Btem»  with  all  its  strength  and  with  the 
reserree  that  are  maintained  for  its  stability,  isn't  able  to  protect 
itself  against  a  state  institution  or  the  dangers  involved  in  dealing 
with  a  state  institution,  which  institution  is  dealing .  possiblj  at  all 
times  and  under  all  conditions  from  the  zero  up  to  the  maximum 
point,  and  with  resources  measured  by  the  same  scale.  I  know  in 
our  state — and  I  want  to  speak  without  any  prejudice  in  the  matter — 
we  have  received  the  greatest  efforts  from  the  Federal  authorities. 
They  have  refrained  from  making  any  move  of  importance  in  relation 
to  our  banks  without  first  consulting  our  department  and  they  have 
asked  us  to  take  the  initiative  in  each  instance.  In  other  words,  they 
have  taken  their  place  in  the  background.  Such  a  condition  might 
produce  harmony;  but  it  is  not  to  be  thought  that  such  a  relation  will 
always  be  maintained.  Now,  as  we  say,  from  the  bankers'  standpoint 
you  cant  serve  two  masters.  From  this  standpoint  there  oertainly 
cannot  be  two  bosses  or  two  supervisors  such  as  we  have  at  the 
present  time,  and  it  is  apparent  already  that  one  department  is  passing 
the  responsibility  to  the  other,  and  we  are  afraid  it  may  drop  some- 
where between  tiiem  in  the  vacant  space.  I  believe  that  there  should 
be  a  movement  on  the  part  of  the  state  banks  in  the  direction  stated 
by  Mr*  Macferran  so  that  only  in  relation  to  that  point  of  contact 
where  the  state  institution  touches  the  Federal  institution;  only  in 
that  respect  and  relating  to  that  particular  transaction  should  they 
have  supervision;  then  the  Federal  authorities  should  make  their  exami- 
nation and  investigation;  but,  aside  from  that,  unless  the  state  institu- 
tions are  something  that  have  come  into  existence  without  merit  and 
without  warrant,  and  are  being  conducted  without  safety  and  security, 
this  general  supervision  certainly  has  no  place,  no  standing,  logical  or 
reasonable,  in  the  administration  of  the  affairs  of  state  banks  that  do 
not  belong  to  this  Federal  reserve  system. 

Mb.  Sheldon  (Georgia) :  As  a  member  of  the  Federal  reserve  sjrstem 
at  present,  following  along  the  lines  of  Mr.  Collins'  remarks,  it  looks 
like  there  are  two  things  left  open  for  us,  and  also  following  along  his 
statement  that  he  had  gotten  the  bill  that  we  wanted  through  Congress 
and  when  construed  by  the  Federal  Reserve  Board  didn't  get  us  just 
what  we  wanted,  it  looks  like  the  next  best  thing  is  to  get  a  teet  case 
made  of  it.  And  I  would  like  to  ask  the  question  if  there  is  not 
a  fund  in  the  American  Bankers  Association  to  cover  the  expense  of 
any  member  or  non-member  who  would  be  willing  to  take  this  up  to 
to  the  highest  court.  It  seems  to  me  that  if  we  can't  get  it  through 
legislation  we  had  probably  better  have  a  test  case  made  of  it  and  take 
it  up  to  the  highest  court  to  determine  what  is  the  true  construction 
of  that  Section  13. 

Thk  Chaibman:  Do  you  wish  to  make  an  answer  to  thst  question, 
Mr.  Collins? 
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Mb.  Collins:  Yes.  It  would  cost  two  or  three  thousand  dollars  to 
have  the  American  Bankers  Association's  legal  department  take  this 
matter  into  the  courts.  The  expense  would  be  very  small,  and  the  only 
thing  that  would  be  necessary  would  be  just  to  have  t^e  Asaociatioii 
order  such  an  appropriation  and  it  might  be  that  the  matter  could  be 
handled  through  a  report  of  a  committee  of  five  asking  for  such  an  ap- 
propriation; probably  they  will  ask  for  such  an  appropriation. 

After  some  further  discussion  a  motion  was  duly  made,  seconded  and 
carried  that  the  State  Bank  Section  of  the  American  Bankers  Associa- 
tion go  on  record  as  opposing  par  remittances  arbitrarily  imposed  by 
the  Federal  reserve  bank,  and  then  invite  the  other  Sections  of  the 
A.  B.  A.  to  join  with  the  State  Bank  Section  in  the  work  undertaken 
by  the  Committee  of  Five,  then  indorse  the  committee  and  the  action 
they  have  taken,  and,  if  necessary,  request  the  expenditure  of  the  funds 
of  this  Section  in  this  work. 

Mb.  Johnson:  I  would  like  to  ask  Mr.  Collins  if  in  his  opinion  the 
check  clearing  function  is  necessary  to  the  reserve  function  of  the  Fed- 
eral reserve  bank? 

Mb.  Collins:  Let  me  tell  you  a  story  that  I  think  will  illustrate 
what  I  think  about  that:  A  fellow  in  a  small  town  was  moving  down 
about  six  blocks  away  from  where  he  lived,  down  the  street,  and  he 
moved  everything  in  a  van  except  the  grandfather's  clock  about  this 
high,  (indicating),  and  a  cut  glass  vase  belonging  to  his  mother-in- 
law.  She  said  to  him,  "Now,  I  will  take  the  cut  glass  vase  and  you 
would  better  take  the  clock,  because  they  will  get  broken  if  we  put 
them  in  one  of  the  vans."  So  he  caught  the  clock  up  in  his  arms  and 
staggered  out  on  the  front  porch  like  a  blind  horse  and  managed  to 
get  down  the  walk,  and  started  down  the  street.  About  half  way  he 
set  the  clock  down  to  rest.  As  he  was  standing  there  wiping  hi* 
forehead  and  catching  his  breath  there  was  a  drunken  fellow  came  by 
and  passed  him  and  turned  around  and  looked  at  him  and  looked  at 
the  clock  and  then  he  said,  "Why  in  the  hell  don't  you  get  a  watch?" 
Now,  there  is  such  a  thing  as  having  time,  but  if  you  have  got  to  take 
your  grandfather's  clock  around  with  you  it  is  a  good  deal  of  trouble. 

Chairman  D.  M.  Armstrong  presented  the  report  of  the 
Nominating  Committee  as  follows: 

For  President:  J.  W.  Butler,  Vice-President  First  Guaranty  State 
Bank,  Clifton,  Texas. 

For  Vice-President:  E.  C.  McDougal,  President  Bank  of  Buffalo, 
Buffalo,    New    York, 

Executive  Committee:  Term  expiring  1922 — G.  E.  Bowerman,  Vice- 
President  Fremont  County  Bank,  St.  Anthony,  Idaho,  and  U.  A.  Mc- 
Cauley,  President  Sapulpa  State  Bank,  Sapulpa,  Oklahoma.  Term  ex- 
piring 1920 — George  W.  Rogers,  Vice-President  American  Bank  of  Com- 
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merce.  Little  Rock,  Arkansas — (in  place  of  H.  A.  Moehlenpah,  President 
Citizens  Bank,  Clinton,  Wisconsin,  who  has  been  elected  to  the  Federal 
Resenre  Board  at  Washington.) 

The  report  of  the  Committee  was  unanimously  adopted  and 
the  oflScers  thus  nominated  duly  elected  accordingly. 

Chairman  B.  S.  Hecht  presented  the  following  report  of  the 
Committee  on  Eesolutions: 

"Whereas  St.  Louis  has  extended  to  the  bankers  of  the  United  States 
through  its  invitations  to  the  American  Bankers  Association  the  splendid 
hospitality  of  its  generous  citizens  and  of  its  bankers,  who  in  their 
leadership  rank  with  the  foremost  of  their  kind. 

"W?ierea8  we  are  thoroughly  enjoying  every  moment  of  our  stay  in 
their  hospitable  midst; 

"Be  It  Resolved  that  we  the  members  of  the  State  Bank  Section  of 
the  American  Bankers  Association,  in  convention  assembled,  sincerely 
thank  the  citizens,  business  men  and  bankers  of  St.  Louis  for  the  inspir- 
ing and  profitable  convention  and  warm-hearted  hospitality." 

Resolutions  commending  the  outgoing  officers  for  their  faithfulness 
were  also  adopted. 

"Whereas,  many  of  the  state  banks  of  the  United  States  eligible  to 
membership  in  the  Federal  reserve  system  have  because  of  their  desire 
to  support  the  government's  undertaking,  to  in  a  greater  measure  unify 
the  banking  system  of  our  country,  joined  the  Federal  reserve  system, 
and  have  thus  put  themselves  under  tlio  supervision  of  the  Federal 
Government; 

"Therefore,  Be  It  Resolved,  in  the  distribution  of  government  deposits 
there  be  made  no  distinction  between  such  state  bank  members  of  the 
Federal  reserve  system  and  the  banks  operating  under  a  national  charter. 

"Be  It  Further  Resolved,  that  a  copy  of  these  resolutions  be  duly 
certified  by  our  secretary  and  forwarded  to  the  proper  governmental 
agencies,  and  that  our  officers  be  instructed  and  charged  with  the  duty 
of  bringing  about  this  much-deserved  equality  of  treatment. 

On  motion  duly  seconded  and  carried  the  report  of  the  Com- 
mittee on  Resolutions  was  adopted  by  a  unanimous  vote. 

President  Hazlewood  :  It  is  now  my  great  pleasure,  gentle- 
men, to  introduce  to  you  the  new  President  of  your  section,  a 
man  who  has  been  associated  with  us  from  the  very  start  of  the 
movement;  a  man  who  comes  from  the  biggest  state  in  the 
Union,  and  he  is  one  of  the  biggest  men  in  the  biggest  state  in 
the  Union.  I  take  pleasure  in  introducing  to  you  Mr.  J.  W. 
Butler,  of  Clinton,  Texas. 
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Mb.  Butlbb  :  Gentlemen^  I  am  deeply  grateful  to  you  f6r  the 
ezpreedon  of  your  friendliness  and  esteem  and  confidence,  and  I 
shall  wish  it  during  the  year  that  you  will  feel  free,  Tery  free, 
to  write  to  us  when  you  think  we  can  be  of  serrice.  I  really 
inyite  it,  and  eamesUy  ask  your  co-operation  and  your  adyice 
and  counseL 

There  being  no  further  business,  the  meeting  adjourned. 

MEETING  EXTRAOEDINABY 

Wednesday  Evening,  October  1,  1919 

The  subject  of  '*Model  State  Banking  Laws*'  was  conaidered 
at  a  meeting  extraordinary  held  in  the  ballroom  of  the  Statler 
Hotel  on  Wednesday  evening,  October  1.  E.  C.  McDougal, 
Chairman  of  the  State  L^slative  Committee  of  the  State  Bank 
Section,  presided,  and  representatives  of  other  sectiima  of  the 
American  Bankers  Association  participated  in  the  proceedings. 
Discussion  was  led  by  Hon.  George  I.  Skinner,  Superintendent 
of  Banks  of  the  State  of  New  York,  and  among  otiier  speakers 
were  several  prominent  state  banking  supervisors  and  represent- 
ative state  bankers  from  various  sections  of  the  country. 

Chaibhak  MoDouoal:  This  meeting  is  called  to  listen  to 
addresses  and  a  discussion  which  will  be  led  by  Superintendent 
Skinner,  Superintendent  of  Banks  of  the  State  of  New  York, 
and  it  is  also  to  be  hoped  that  other  bank  superintendents, 
supervisors  or  commissioners,  as  their  titles  happen  to  be,  will 
also  take  part  in  this  discussion.  We  will  waste  no  time  explain- 
ing further  the  object  of  the  meeting,  but  we  will  ask  Superin- 
tendent Skinner  to  take  the  floor.  I  take  great  pleasure  in 
introducing  to  you  the  Hon.  George  Skinner,  Superintendent 
of  Banks  of  the  State  of  New  York. 

MODEL  STATE  BANKING  LAWS 
Hon.  Georgb  L  Skikneb 

It  is  almost  needless  to  say  that  there  are  no  model  state  banking 
laws,  BO  that,  in  one  sense,  the  suhject  of  this  discussion  is  non-eiiBtent 
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The  reMODs  are  apparent.  Under  fixed  conditions  it  would  be  impoe- 
tible  for  human  genius  to  devise  a  system  of  banking  under  which  our 
banking  institutions  could  be  the  perfect  servants  of  business  and 
commerce,  which  they  should  be  in  order  to  fully  develop  all  the  varied 
resources  of  the  communities  in  which  they  are  located  and  at  the 
same  time  absolutely  protect  the  interests  of  depositors  whose  funds 
are  placed  by  them  at  the  disposal  of  our  ship-builders,  our  manufac- 
turers,  merchants  and  farmers.  Even  if  the  human  mind  could  con- 
ceive so  perfect  a  statute,  language  is  such  an  imperfect  instrument  of 
thought  that  even  where  the  utmost  care  has  been  exercised  by  legislators 
and  revisers  of  banking  laws,  ambiguity  and  doubt  frequently  result 
from  the  phraseology  used  and  the  intent  of  the  draftsman  beeomes 
subject  to  the  adjudication  of  the  courts. 

Not  only  are  conditions  in  different  states  so  varied  that  a  statute 
that  is  almost  perfectly  adapted  to  the  needs  of  one  state  would  not 
fully  respond  to  tiie  needs  of  another,  but  even  in  the  same  state 
conditions  change  from  time  to  time.  There  is  constant  growth  and 
development  and  there  must  be  constant  amendments  to  our  banking 
laws  to  meet  changing  conditions.  It  1^,  in  my  judgment,  impossible 
to  create  one  uniform,  hide-bound  banking  law  which  will  provide  for 
all  the  needs  of  all  the  different  communities  embraced  in  so  wide  a 
territory  as  the  United  States  of  America. 

Local  laws  can  best  meet  local  conditions.  If  we  are  to  have  con- 
tinuous progress  there  must  be  more  or  less  elasticity;  and  the  wonder- 
ful development  of  state  banking  institutions, — ^notwithstanding  the 
great  system  of  commercial  banking  created  by  the  National  Bank  Act, 
and  the  great  advantages  conferred  from  time  to  time  upon  national 
banks  by  Federal  legislation, — ^not  to  emphasize  the  hostility  to  them 
sometimes  shown  by  Federal  officials, — ^is  due  to  that  fact.  While  per- 
fection is  unattainable,  we  can  make  progress  by  continuous  efforts 
toward  that  goal,  and  if  this  discussion  shall  result  in  increasing  the 
usefulness  of  state  banking  institutions  in  a  single  state,  it  will  not 
have  been  in  vain. 

The  provisions  embodied  in  the  banking  laws  of  the  various  states 
are  so  manifold  and  various  that  it  would  be  useless  to  attempt  in  the 
time  allotted  to  discuss  any  but  the  most  salient  features.  They  may, 
however,  be  subdivided  into  two  general  classes, — provisions  designed  to 
protect  depositors,  including  provisions  for  a  supervision  and  restric- 
tions upon  the  powers  of  banking  institutions,  and  those  which  confer 
such  powers  upon  them  as  are  deemed  necessary  to  broaden  their  func-' 
tions  and  usefulness  and  to  enable  them  to  play  their  part  in  promot- 
ing commerce,  manufacturing,  mining,  agriculture  and  the  general 
business  of  the  country;  for  banking  is  the  foundation  upon  which 
the  entire  superstructure  of  the  business  life  of  the  nation  is  erected. 

In  a  larger  sense  than  ever  before,  the  happiness  and  prosperity  of 
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the  human  race,  the  development  of  society  and  the  preservation  of 
civilization  are  dependent  upon  the  extent  to  which  our  bankers  meet 
the  demands  made  upon  them.  The  manner  in  which  the  wealth  ol 
the  world  is  distributed  among  different  classes  of  our  population  is 
becoming  more  and  more  important  and  adequate  protection  muat  be 
afforded  to  those  who  are  willing  to  perform  their  part  of  the  manual 
as  well  as  the  mental  labor  of  the  world  for  the  purpose  of  maintaining 
themselves  and  their  families  in  comfort  during  old  age  and  in  sidoiesB 
as  well  as  in  the  days  of  their  strength.  Their  savings  as  well  as 
their  muscles  and  their  minds  are  employed  in  the  world's  business 
and  the  belief  that  the  laborer  and  the  capitalist, — ^and  every  saver  is 
a  capitalist, — should  share  equitably  in  the  results  of  their  efforts  and 
be  assured,  under  all  ordinary  conditions,  of  happy  and  peaceful  lives 
is  a  kind  of  socialism  to  which  we  can  all  subscribe. 

It  seems  to  have  been  demonstrated  in  this  country  that  supervisioD 
of  banking  institutions  is  desirable,  although  there  is  still  much  dis- 
cussion as  to  the  powers  that  should  be  conferred  upon  supervisory 
officers. 

In  my  judgment,  the  desirability  of  supervision  being  admitted,  the 
powers  conferred  upon  the  commissioner  or  superintendent  of  banks 
should  be  very  broad  and  he  should  be  given  a  very  wide  discretion. 
In  making  this  statement  I  have  no  regard  for  the  peace  and  comfort 
of  the  supervising  officer,  for  the  exercise  of  discretion  is  a  constant 
source  of  vexation  and  annoyance.  I  speak  from  experience,  for  in  the 
banking  law  of  the  state  of  New  York,  which  is  largely  the  product 
of  the  best  thought  of  our  most  intelligent  bankers,  powers  are  con- 
ferred upon  the  Superintendent  of  Banks  which  makes  him  almost  an 
autocrat.  Like  the  ancient  seignors,  he  has  the  power  of  life  and 
death.  No  corporation  can  be  authorized  ta  transact  a  banking  business 
under  the  state  law  without  his  approval,  and  he  is  given  authority 
to  close  an  institution  when,  in  his  judgment,  it  is  unsafe  and  it  would 
be  inexpedient  for  it  to  continue  in  business.  A  state  banking  institu- 
tion cannot  change  its  location  or  open  a  branch  office  without  his  con- 
sent. He  is  given  power  to  liquidate  an  institution  when  closed,  and 
I  believe  that  our  experience  in  our  state  justifies  the  wisdom  of 
these  provisions. 

If  free  banking,  as  it  is  sometimes  termed,  were  permitted  without 
any  check  except  compliance  with  certain  provisions  of  statute  law, 
numerous  weak  institutions  would  be  created,  some  of  which  would  be 
managed  by  incompetent  and  dishonest  officers  to  a  greater  extent  than 
is  now  possible.  There  would  be  undue  competition  and  failure  and 
the  losses  to  depositors  would  result  in  bringing  the  entire  system  of 
banking  into  disrepute.  Thrift  and  economy  would  be  discouraged  and 
the  bolshevist  spirit  encouraged. 

I  have  never  known  a  time  at  which  the  exercise  of  discretion  with 
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reference  to  the  creation  of  new  banking  institutions  was  so  necessary 
as  the  present.  Never  before  have  so  many  men  seemed  to  be  desirous 
of  engaging  in  the  banking  business  and  were  it  not  for  the  discretion 
given  to  the  Superintendent  of  Banks,  there  would  also  be,  in  my 
judgment,  an  undue  extension  of  branch  banking  in  the  cities  where 
it  is  authorized. 

After  ten  years'  experience,  I  think  I  am  justified  in  stating  that 
the  liquidation  of  closed  institutions  by  the  Superintendent  of  Banks 
has  been  fully  justified.  Receivers'  fees  have  been  eliminated  and  the 
general  work  of  liquidation  is  conducted  upon  an  economical  and  business 
basis.  The  attorney's  fees  which  have  sometimes  been  the  subject  of 
criticism  have,  I  think,  always  compared  favorably  with  those  allowed  in 
bankruptcy  of  receivership  proceedings,  and  as  the  result  of  experience 
and  constant  effort  have  been  greatly  reduced  in  recent  years.  On 
the  whole,  I  have  no  doubt  that  there  will  be  a  great  saving  to  the 
unfortunate  depositors  with  failed  institutions  in  all  states  where  this 
system  is  adopted. 

I  trust  you  will  pardon  me  for  referring  so  frequently  to  the  law 
of  my  own  state  as  it  is  the  one  with  which  I  am  most  familiar  and 
with  reference  to  which  experience  best  qualifies  me  to  speak. 

There  is  one  power  conferred  upon  the  Commissioner  of  Banks  in 
some  of  the  western  states  that  I  really  believe  might  well  be  inserted 
in  any  model  state  banking  law,  especially  if  the  state  has  mutual 
savings  institutions,  although  it  is  a  provision  which,  owing  to  con- 
ditions, is  not  fully  effective  and  must  certainly  add  greatly  to  the 
problems  and  perplexities  of  supervising  officers.  I  refer  to  the  power 
to  fix  the  maximum  rate  of  interest  which  a  state  banking  institution 
may  pay  to  depositors.  In  order  to  make  this  power  as  beneficial  as 
possible,  it  would,  of  course,  be  necessary  that  the  same  power  be  con- 
ferred upon  and  exercised  by  the  Comptroller  of  the  Currency  with 
reference  to  national  banks  and  just  and  harmonious  action  taken. 
It  is  possible  that  in  the  case  of  stock  corporations,  the  necessity  of 
preserving  the  good  will  of  stockholders  will,  in  some  cases,  serve 
as  something  of  a  check  upon  officers  who  are  so  ambitious  to  build 
up  a  large  deposit  liability  that  they  will  pay  excessive  rates  of  in- 
terest and  who  will,  almost  invariably  and  as  a  necessary  consequence, 
consider  the  return  upon  proposed  investments  rather  than  their  safety. 
In  no  case  would  it  be  necessary  to  make  rulings  upon  interest  rates 
applicable  to  an  entire  state  and  in  few  cases  would  it  be  essential  to 
make  a  ruling  applicable  to  an  entire  community.  In  most  cases, 
undue  competition  for  deposits  is  forced  upon  the  banking  institutions 
of  a  particular  city  by  one  of  the  weaker  institutions,  and  I  have 
seen  so  much  of  the  evils  attendant  upon  the  practice  that  I  believe 
that  this  power  might  properly  be  conferred  upon  the  supervising 
officer  with  reference  to  stock  corporations  and  that  it  should  be  con- 
ferred upon  him  with  reference  to  mutual  corporations. 
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I  may  be  pardoned  for  stating  that  in  the  Capital  city  of  the  State 
of  Kew  York  three  mutual  savings  banks  recently  raised  their  dividend 
rates  to  four  and  one-half  per  cent,  per  annum.  The  action  was  first 
taken  by  a  single  small  institution  without  consultation  or  notice  and 
was  precipitately  followed  by  two  other  institutions  for  fear  of  the 
loss  of  deposits. 

^t  the  time  of  the  revision  of  the  banking  law  of  New  York  State, 
it  was  first  proposed  by  the  bankers  upon  the  commission  to  provide 
that  a  Superintendent  of  Banks,  when  appointed,  should  serve  for  life, 
subject,  of  course,  to  the  usual  power  of  removal  for  cause  or  irapeadi- 
ment  While  I  myself  believe  thai  the  term  of  office  is  important, 
I  do  not  think  that  any  superintendent  should  be  appointed  for  life. 
Those  who  advocated  this  change  believed  that  it  would  remove  the 
office  from  any  danger  of  political  influence  or  ccmtroL  I  fear,  however, 
that  even  if  such  extension  of  the  term  of  office  of  a  supervising  officer 
were  politically  possible,  it  would  have  a  tendency  to  make  him  too 
autocratic  or  bureuacratic,  less  energetic  and  less  constantly  impressed 
with  that  sense  of  accountability  whidi  should  be  ever  present  in  the 
mind  of  every  public  oflkdal.  On  the  other  hand^  if  the  term  of  office 
is  brief,  unless  the  Incumbent  has  not  only  had  previous  knowledge 
of  banking  and  banking  law,  but  experience  as  an  executive  officer,  m 
well,  he  would  hardly  have  time  to  acquaint  himself  with  the  conditios 
of  the  institutions  under  his  supervision  and  accustom  himself  to  the 
duties  of  his  office  before  his  term  expired.  In  my  judgment,  the  term 
finally  recommended  by  the  commission  is  a  just  compromise.  That 
term  was  five  years.  In  a  term  of  that  duration  the  incumbent  would 
have  ample  time  in  which  to  demonstrate  his  ability  and  to  perform 
useful  service  to  the  state.  If  he  proved  himself  capable  and  was 
content  to  remain,  he  might  be  re-appointed  even  if  there  were  a 
change  in  the  partisan  control  of  the  state  government  and  he  would 
almost  certainly  be  retained  in  office  if  the  same  party  remained  ia 
power.  While  public  officials  are  frequently  unjustly  criticised  by  sensa- 
tional newspapers  and  are  sometimes  the  subject  of  baseless  and  even 
scandalous  criticism,  real  public  service  is  more  often  appreciated  by 
men  prominent  in  public  life  than  is  generally  supposed.  I  believe 
that  there  are  at  least  two  supervisors  of  state  banking  institutions 
who  are  now  holding  office  by  virtue  of  appointment  by  a  Qovemor  of 
a  different  political  faith.  There  have  been  several  such  oasea  in  the 
past 

In  some  states  the  Superintendent  or  Commissioner  of  Banks  has 
other  duties  and  in  at  least  one  of  the  states  which  has  at  present  a 
most  efficient  system  of  supervision,  it  has  recently  been  proposed 
as  a  matter  of  economy  to  combine  the  office  of  Superintendent  of 
Banks  with  the  office  of  Superintendent  of  Insurance.  I  believe  that 
even  in  the  smallest  state,  the  duties  and  responsibilities  of  the  Superia- 
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tendent  or  Commisftioner  of  Banks  are  so  great  that  he  should  devote 
all  of  his  time  to  them. 

The  most  capable  Superintendent  or  Commissioner  of  Banks,  howerer, 
oould  not  perform  his  duties  properly  unless  he  was  able  to  command 
the  service  of  honest,  capable  and  efficient  examiners.  It  is  only  by 
their  efforts  that  he  can  be  fully  informed  as  to  the  condition  of  institu- 
tions under  his  supervision  and  be  prepared  to  meet  any  emergencies 
that  may  arise.  They  are  his  eyes  and  ears  and  without  proper  reports 
from  them  he  would  be  almost  as  helpless  as  a  blind  man  seeking  to 
traverse  crowded  streets.  In  the  present  state  of  public  opinion,  the 
reputation  of  the  supervising  officer  as  well  as  the  safety  and  security 
of  depositors  with  state  banking  institutions  is  so  entirely  dependent 
upon  their  work  that  the  method  of  their  appointment,  their  compensa- 
tion and  terms  of  office  are  most  important. 

Notwithstanding  the  confidential  relations  that  must  exist  between 
the  examiners  and  the  head  of  the  department  and  the  elements  of  con- 
fidence and  personal  loyalty  which  are  so  essential,  I  do  not  believe 
that  the  Superintendent  or  Commissioner  of  Banks  should  be  given  the 
sole  power  of  appointment,  not  so  much  on  account  of  fear  of  personal 
or  political  favoritism  as  the  fact  that  he  might  be  easily  misled  with 
reference  to  the  ability  as  accountants  of  his  friends  and  acquaintances 
and  that  in  the  larger  states  he  would  not  have  a  sufficient  acquaintance 
with  men  who  would  be  capable  of  filling  the  office  and  who  would 
accept  appointment,  to  enable  him  to  gather  about  himself  a  competent 
force  by  personal  selection.  In  view  of  the  fact  of  his  great  dependence 
upon  his  examiners  and  the  necessity  of  trusting  them  absolutely,  I 
have  sometimes  believed  that  a  supervising  officer  should  be  given  the 
power  to  nominate  candidates  for  bank  examiner  who  should,  however, 
be  given  thorough  examinations  as  to  their  educational  qualifications 
and  equipment  by  an  entirely  separate  and  independent  body  like  the 
Civil  Service  Commission.  It  must  be  admitted  that  written  examina- 
tions are  of  the  greatest  importance,  although  they  do  not  indicate 
the  personal  qualifications  and  characteristics  which  are  so  essential 
in  the  work  of  a  really  successful  bank  examiner. 

The  system  adopted  in  New  York  State,  while  not  ideal,  is,  in  my 
judgment,  fairly  satisfactory.  Candidates  for  appointment  as  bank 
examiner  are  given  a  written  examination  by  the  Civil  Service  Commis- 
sion to  determine  their  educational  qualifications  and  their  ability 
as  accountants.  In  addition,  they  are  given  oral  examinations  at  which 
is  usually  present  some  representative  of  the  department  who  may  sug- 
gest questions,  although  he  does  not  usually  participate  directly  in 
the  oral  examination.  Hie  personality  of  each  individual  is  brought 
out  by  the  questions  asked  and  the  results  of  the  ''quis,"  if  it  may 
be  so  termed,  are  made  a  part  of  his  rating.  As  a  result,  the  Superin- 
tendent of  Banks,  when  making  appointments  from  the  eligible  list, — 
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and  under  our  practice  he  has  the  privilege  of  selecting  any  one  of  the 
first  three  upon  that  list, — ^has  some  previous  inf ormatioa  with  reference 
to  the  mental  characteristics  of  the  candidates  as  well  as  their  educa- 
tional qualifications.  Five  years'  banking  experience,  or  its  equivalent, 
is  a  pre-requisite  to  the  examination  and  the  work  of  the  Americuk 
Institute  of  Banking  has  been  of  great  service  in  preparing  csadidates 
not  only  for  the  examinations  but  for  their  future  work. 

The  term  of  office  is  unlimited,  although  the  Superintendent  gives 
them  special  oommissions  and  they  are  paid  by  the  day  when  employed. 
A  failure  to  issue  commissions  has  been  occasionally  a  means  of  dis- 
cipline. 

I  believe  that  in  one  reject  the  practice  in  New  York  State  may 
well  serve  as  a  modeL  The  department  is  self-supporting; — ^that  is, 
all  the  expense  of  the  department  are  paid  by  the  institutions  under 
its  supervision.  Although  paid,  in  the  first  instance  out  of  the  State 
Treasury,  an  assessment  is  levied  once  a  year  to  pay  the  general  expenses 
of  the  department  and  each  institution  pays  for  its  own  examinations. 
There  is  no  limit  to  the  time  that  may  be  spent  upon  an  examinaticm, 
if  found  necessary,  or  upon  the  number  of  examinations.  All  institu- 
tions subject  to  the  supervision  of  the  Superintendent  of  Banks  must 
be  examined  at  least  onoe  a  year,  and  the  banks,  trust  companies  and 
private  bankers  at  least  once  in  each  six  months. 

The  payment  of  the  expenses  of  the  department  l^  the  inatitutioBs 
enables  the  Legislature  to  be  somewhat  more  generous  in  its  appropria- 
tions for  the  department  than  it  would  be  at  times,  if  the  necessary 
sums  were  raised  by  general  taxation;  and  the  institutions  are  not  only 
willing  but  desirous  of  paying  such  sums  as  are  needed  for  efficient  work. 
It  is  only  proper,  morever,  that  an  institution  whose  books  are  so 
kept  or  whose  condition  is  such,  that  a  long  examination  is  necessary 
should  pay  the  necessary  cost  rather  than  that  the  excessive  expense 
sl^ould  be  assessed  upon  well  conducted  institutions. 

Promotions  or  increases  in  the  compensation  of  examiners  after  ap- 
pointment should,  in  my  judgment,  be  entirely  within  the  discretion 
of  the  head  of  the  department  without  interference  from  the  Civil 
Service  Commission  or  any  outside  authority.  Only  the  Superintendent 
and  his  deputies  can  have  accurate  knowledge  as  to  the  character  of 
the  work  performed  by  the  examiners  after  appointment  and  make  a 
fair  adjustment  of  their  compensation  from  the  sums  available. 

Ottr  exajniners  are  paid  l^  the  day,  while  actually  employed,  and 
increases  in  the  per  diem  allowance  cannot  be  based  s<^ly  upon  length 
of  service,  if  we  are  to  retain  even  for  a  brief  time  the  services  of  our 
most  capable  examiners.  I  ought,  I  think,  to  emphasise  the  fact 
that  the  bankers  of  the  State  of  New  York  have  beoi  moet  urgent 
that  ample  appropriations  for  the  work  of  the  Department  ahould  be 
obtained  and  they  have  on  occasion  even  offered  to  appoint  committees 
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to  wait  upon  the  Legislature  or  the  Qovemor  to  urge  such  appropria- 
tions. 

The  system  outlined  cannot  be  accommodated  to  the  so-called  "budget 
system/'  for  our  best  examiners,  if  young,  are  constantly  being  taken 
from  us  as  they  become  expert  in  certain  lines,  like  foreign  exchange, 
by  the  large  institutions  which  can  pay  salaries  far  in  excess  of  any 
which  we  can  even  yet  oontemplatew  The  work  of  examination  has, 
moreover,  increased  so  rapidly,  owing  to  the  great  growth  and  increasing 
number  of  state  banking  institutions  and  the  establishment  of  foreign 
branches,  that  no  superintendent  could  foresee  at  the  beginning  of  a 
year,  even  without  regard  to  special  emergencies,  the  exact  amount  of 
money  or  the  exact  number  of  examiners  that  might  be  required  to 
complete  the  work.  It  has  been  possible  for  us,  thus  far,  to  obtain 
the  appropriation  of  a  lump  sum  from  which  the  cost  of  examinations 
can  be  paid. 

It  should  be  borne  in  mind,  moreover,  that  any  examination  is 
defective  in  which  there  is  not  a  complete  audit,  and  I  believe  that  the 
laws  of  one  state  provide  for  a  verification  of  liabilities  as  well  as 
of  assets.  I  think  it  will  be  found  that  most  of  the  defalcations  and 
frauds  upon  institutions,  which  have  escaped  detection  by  the  bank 
examiners  of  the  different  states,  have  been  as  a  result  of  the  fact 
that  there  has  been  no  verification  of  liabilities.  In  my  own  state  we 
frequently  make  a  partial  verification  of  liabilities  in  such  a  way  as 
not  to  excite  the  fears  of  depositors.  Until  the  general  public  is 
sufficiently  accustomed  to  the  prooedure  so  that  inquiries  by  bank 
examiners  with  reference  to  balances  in  banks  do  not  arouse  suspicion 
and  cause  offense,  the  possible  dangers  of  such  inquiries  as  well  as  the 
immense  amount  of  work  involved  will  prevent  a  complete  audit,  al- 
though it  would  seem  to  me  possible  to  require  a  more  complete  examina- 
tion of  liabilities  than  is  now  made  in  some  of  the  smaller  and 
less  populous  states.  If  the  public  were  well  informed  as  to  the  pur- 
pose, confidential  inquiries  with  reference  to  their  deposits  with  state 
institutions  would  invite  confidence  rather  than  cause  unrest  and 
possible  runs. 

There  are  other  provisions  designed  to  safeguard  depositors  which 
are  more  or  less  common  to  the  banking  laws  of  the  different  states. 
I  refei^  to  capital  requirements,  the  double  liability  of  shardiolders* 
reserve  requirements,  limitations  upon  loans,  sworn  reports  and  various 
provisions  with  reference  to  bookkeeping  and  false  entries. 

These  provisions  are  so  numerous  and  so  general  that,  with  a  few 
possible  exceptions,  they  do  not  need  discussion  before  this  audience. 
Many  of  the  requirements  vary  in  different  states  and  even  in  different 
localities  in  the  same  state.  In  our  statute,  the  requirement  as  to 
capital  is  based  upon  the  population  of  the  place  in  which  the  institu- 
tion is  to  be  located.     The  Comptroller  of  the  Currency  has  recently 
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suggested  a  different  limitation,  the  deposits  whicli  an  institution  may 
receive  being  limited  by  the  capital  and  surplus  of  the  institution 
receiving  them.  Theoretically  at  least  such  a  limitation  is  logical  and, 
while  I  do  not  personally  believe  that  it  is  necessary  to  have  so 
low  a  maximum  of  proportionate  deposits  as  was  proposed,  some  limita- 
tion of  this  character  may  very  well  be  considered.  We  have  in  New 
York  State,  even  before  the  suggestion  of  the  Comptroller,  endeavored  by 
various  methods  of  persuasion  to  induce  institutions  to  maintain  a 
capital  and  surplus  fairly  proportionate  to  their  deposits. 

I  am  of  the  opinion  that  state  banking  institutions  should,  within 
proper  limitations,  be  permitted  to  make  loans  directly  upon  real 
estate  and  to  accept  real  estate  collateraL  The  strictly  commercial  in- 
stitutions located  in  large  cities  would  not,  even  if  permitted,  desire 
to  make  many  loans  of  this  character,  but  in  the  smaller  places  and 
within  a  restricted  territory  such  loans  can  be  safely  made  and  form 
a  much  better  investment  for  local  institutions  than  some  of  the  bonds 
which  they  are  so  frequently  induced  to  buy  in  large  quantities  and 
which  fluctuate  so  greatly  in  value,  or  certain  grades  of  commercial 
paper  the  value  of  which  is  entirely  unknown  to  the  oflioers  of  the  bank 
investing  in  it.  Such  investments  also  prevent  the  piling  up  of  un- 
used money  at  low  rates  of  interest  in  the  larger  banks. 

While  in  New  York  State  the  needs  of  home-builders  and  of  farmers 
are,  to  some  extent,  taken  care  of  by  institutions  of  a  special  diaracter 
such  as  our  mutual  savings  banks  and  savings  and  loan  associations,  I 
believe  that  state  banking  institutions,  where  they  can  with  safety, 
should  use  the  money  deposited  with  them  in  the  development  of  the 
communities  in  which  they  are  located  and  the  creation  of  a  class  of 
home-owners  and  the  development  of  agriculture  are  of  as  much  ooacem 
to  the  public  at  large  and  to  the  institutions  themselves  as  general 
business  needs. 

I  also  believe  that  the  provisions  of  our  laws  by  which  we  permit 
larger  loans,  when  th^  are  secured  by  collateral  of  well  known  value 
or  are  made  upon  strictly  business  paper  rather  than  upon  the  note 
of  an  individual,  even  with  an  accommodation  endorsement,  recognixe 
a  very  proper  distinction.  Recent  proposed  amendments  to  the  National 
Banking  Act  indicate  that  the  reasoning  that  long  ago  prevailed  in  New 
York  State  is  impressing  itself  upon  the  minds  of  the  Federal  legislators. 

Our  law  also  requires  banking  institutions,  both  stock  and  mutual, 
which  receive  general  deposits  to  create  from  their  earnings  surplus 
or  guaranty  funds  in  addition  to  capital  requirements,  for  the  further 
protection  of  the  general  public.  The  effect  of  the  creation  of  such 
funds  in  New  York  institutions  has  been  admirable.  An  attempt  is 
now  being  made  in  some  states  to  employ  this  principle  as  the  basis  for 
a  so-called  guaranty  of  deposits.  I  dislike  to  introduce  this  subject 
at  this  time  but,  at  a  period  in  our  banking  history  when  the  guaranty 
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of  deposits  exists  in  some  states  and  the  insertion  of  similar  pro- 
visions in  the  Federal  statute  is  being  urged  year  after  year,  this 
subject  cannot  be  wholly  ignored  in  a  discussion  of  Model  Laws.  We 
must  be  prepared,  if  opposed  to  the  guarantee  of  deposits,  to  present 
unanswerable  arguments  against  the  proposition  both  to  Congress  and 
to  our  State  Legislatures,  for  in  the  present  state  of  the  public  mind 
the  expression  has  as  attractive  a  sound  as  the  term  "League  of  Nations" 
when  defined  as  a  league  to  prevent  war  and  insure  peace. 

It  will  not  be  sufficient  to  demonstrate  that  the  proposed  procedure 
enoourages  reckless  and  improvident  banking  and  that  it  penalizes 
well  conducted  institutions  for  the  benefit  of  those  who  patronize  bsdly 
managed  institutions.  There  is  always  a  great  deal  of  sympathy  for 
the  imfortunate  depositors  with  failed  institutions.  Even  in  so  con- 
servative a  state  as  the  State  of  New  York,  depositors  with  institutions 
that  failed  many  years  ago  were  authorized  by  a  law  passed  last  winter, 
notwithstanding  the  lapse  of  time,  to  present  to  the  Court  of  Claims 
demands  for  full  indemnification  on  account  of  the  alleged  negligence 
or  improvident  action  of  the  Superintendent  of  Banks  of  that  time 
and  his  examiners,  although  I  believe  the  Superintendent  of  Banks 
did  not,  in  the  particular  in  which  there  has  been  the  greatest  com- 
plaint, use  his  own  discretion,  but  only  acted  in  an  advisory  capacity 
to  the  Supreme  Court.  I  am  using  this  fact  as  an  illustration  of  the 
present  tendency  of  public  sentiment  without  attempting  in  any  way 
to  pass  upon  the  merits  or  criticise  the  action  of  the  Legislature.  If, 
by  any  dumoe,  the  legislation  proposed  at  Washington  should  become 
a  law,  what  would  be  the  effect  upon  state  banking  institutions?  We 
know  what  might  have  been  in  its  effect  had  it  been  passed  during 
the  war.  Would  it  be  necessary  or  advisable  for  state  legislatures  to 
enact  similar  legislation?  Would  it  be  practicable  to  permit  state  insti- 
tutions under  such  circumstances  to  form  voluntary  associations  for 
this  purpose,  thus  enabling  each  such  association  to  pass  upon  the 
qualiflcatkms  of  its  members?  An  experiment  of  a  similar  character 
was  tried  in  the  State  of  New  York  some  eighty  years  ago,  when,  in 
1838,  provision  was  made  for  so-called  ''Safety  Fund  Banks.''  That 
experiment  was  a  failure  and  it  seems  to  me  that  the  most  effective 
argument  thus  far  presented  against  any  attempt  to  ally  the  government 
and  the  banks  of  the  country  in  an  attempt  to  guarantee  deposits  with 
banking  institutions  of  any  class  is  that  such  attonpts  would,  in  all 
human  probability,  ultimately  result  either  in  repudiation  of  the  im- 
plied promises  of  the  government  or  in  the  reimbursement  of  depositors 
by  general  taxation.  The  subject  is  too  big  and  has  too  many  phases 
to  admit  of  our  attempting  a  complete  elucidation  of  the  various  prob- 
lems presented  at  this  time.  They  should,  however,  be  receiving  very 
careful  and  very  complete  consideration,  for  the  banks,  from  their  recent 
eoc^ieratkNi   with   the   government   for   patriotic   purposes,   are    being 
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recognized  more  and  more  by  people  generally  ae  performing  semi- 
public  duties  and  assuming  semi-public  responsibilities. 

I  have  spent  so  much  time  in  the  consideration  of  statutory  provisions 
designed  to  protect  depositors  that  I  shall  have  little  opportunity  to 
discuss  the  provisions  with  reference  to  the  powers  of  the  banking  insti- 
tutions from  the  bankers'  point  of  view,  which  are  of  even  greater  im- 
portance; for,  while  it  is  the  duty  of  our  legislators  to  afford  as 
complete  protection  to  the  depositors  with  financial  institutions  as  is 
practicable,  the  standard  of  banking  institutions  in  this  country  is 
becoming  as  high  as  in  those  countries  where  no  supervision  whatever 
is  exercised.  Banking  has  become  a  science,  a  profession,  and  if  all 
bankers  were  wise,  honest  and  followed  approved  banking  methods, 
neither  supervision  nor  restrictions  and  limitations  would  be  necessary 
and  every  power  could  be  conferred  upon  banking  institutions  which 
would  help  them  to  promote  the  business  and  commerce  of  the  different 
states  and  of  the  nation. 

My  own  state  is  one  of  the  states  in  which  some  classes  of  banking 
institutions  are,  under  certain  limitations  and  conditions,  authorised 
to  open  and  maintain  branch  offices,  and  I  have  become  an  almost 
unwilling  convert  to  the  belief  that  the  power  to  establish  brandi 
offices  under  certain  restrictions  should  be  given  to  banking  institutions 
under  such  conditions  as  prevail  with  us.  Those  of  you  who  live  along 
the  northern  border  are  familiar  with  the  history  of  branch  bankhy 
in  Canada,  and  I  believe  that  experience  in  our  state  shows  that  in 
cities  having  a  population  of  more  tiian  two  hundred  thousand,  branch 
banking  has  justified  itself  by  affording  banking  facilities  in  sections 
which  could  not  otherwise  be  properly  served,  encouraging  thrift  among 
those  who  would  not  otherwise  save,  and  making  available  for  the  busi- 
ness of  the  country,,  funds  that  might  otherwise  be  hoarded.  It  is 
certainly  better  to  have  outlying  sections  of  the  large  cities  served 
by  strong  and  solvent  institutions  through  branch  offices  than  by  weak 
institutions  which  would  necessarily  be  struggling  for  life,  even  if  they 
continued  to  exist.  The  same  reasoning  would  justify  the  establish- 
ment of  branch  offices  in  other  municipalities  within  a  limited  territory, 
provided  their  establishment  did  not  involve  competition  with  small 
institutions  or  tend  to  create  a  monopoly  in  banking.  In  other  words, 
£  am  inclined  to  the  opinion  that  it  would  be  for  the  public  benefit 
if  large  institutions  were  authorized  to  establish  branch  offices  in  small 
places  within  twenty-five  or  fifty  miles  of  the  location  of  their  main 
offices,  provided  that  after  the  establishment  of  such  branch  offices 
there  would  be  no  competition  with  other  institutions  located  in  the 
same  place.  By  this  means  banking  facilities  could  be  afforded  in 
many  small  villages  which  are  now  without  them  and  in  which  inde- 
pendent institutions  of  adequate  size  and  strength  cannot  be  maintained. 
It  is  evident,  mover,  that  if  this  country  is  to  make  the  most  of  its 
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opportunities  in  foreign  trade  and  commerce,  foreign  branches  of  our 
institutiona  mnat  be  opened  in  order  to  afford  the  same  support  to  our 
merchants  and  manufacturers  and  their  customers  as  has  been  given 
to  the  merchants  and  manufacturers  of  European  countries  by  their 
great  international  banks  in  the  past.  In  this  respect,  as  in  some 
others,  the  bankers  of  New  York  have  shown  the  way  and  our  statutes 
and  practice  have  served  as  a  model  for  Federal  legislation  as  well 
as  for  the  legislation  of  other  states. 

The  ordinary  powers  of  banks  are  so  numerous  and  so  universally 
granted  in  substantially  the  same  terms,  that  it  is  not  necessary  to 
enumerate  them  or  comment  upon  them.  It  frequently  occurs,  however, 
that  as  the  resiilt  of  a  change  in  general  conditions  or  of  special  and 
local  needs,  the  exercise  of  new  powers  is  desirable.  If  they  are  general 
in  their  nature  and  can  be  safely  exercised  by  institutions  receiving 
deposits  from  the  general  public,  they  can,  like  recent  provisions  with 
reference  to  acceptances,  be  promptly  incorporated  in  the  statutes 
relating  to  commercial  banking  institutions.  If,  however,  they  are  of 
.such  a  character  or  so  much  in  the  nature  of  an  experiment  that  the 
deposits  of  the  general  public  should  not  be  put  at  risk  in  their  exercise, 
different  types  of  corporations  can  be  readily  created  by  state  legislation 
and  only  the  funds  of  those  who  wish  to  adventure  along  these  new 
lines  put  at  hazard  in  the  new  business. 

In  my  state  we  have  no  less  than  three  different  classes  of  corpora- 
tions which  have  been  created  to  relieve  needy  borrowers  from  the 
exactions  of  the  loan  sharks  and,  under  somewhat  different  circumstances 
and  conditions,  render  assistance  to  the  worthy  and  industrious  poor. 
It  is  needless  to  say  to  men  who  know  that  the  return  must  be  pro- 
portionate to  the  risk,  that  an  investment  in  these  corporations  Is 
made  attractive  and  that,  by  one  method  or  another,  the  moral  hazard 
is  quite  fully  determined.  In  the  same  manner  when  it  became  ap- 
parent that  foreign  trade  and  commerce  afforded  great  opportunities 
of  which  ordinary  banks  and  trust  companies  could  not  avail  themselves 
with  the  same  safety  to  their  depositors  as  before,  investment  com- 
panies with  a  minimum  capital  of  two  million  dollars  were  authorized 
by  our  banking  law  in  order  to  occupy  the  new  field,  but  were  prohibited 
from  receiving  general  deposits  locally.  At  the  same  time,  our  banks 
and  trust  companies  were  authorized  to  invest  in  their  shares.  The 
capital  stock  of  one  of  those  corporations  is  held  entirely  by  national 
banks,  and  I  presume  you  have  all  noticed  the  recent  efforts  of  the 
national  government  to  promote  and  sustain  foreign  trade  and  commerce 
along  similar  and  even  broader  lines.  No  system  of  department  store 
banking  that  can  be  devised  by  Federal  officials  or  Federal  legislators 
can  so  surely  and  so  quickly  meet  the  special  needs  of  days  of  recon- 
struction or  respond  to  the  constantly  changing  and  constantly  increas- 
ing requirements  of  the  times. 
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With  initiative  and  intelligence,  proper  co-operation  and  thorough 
organization,  I  believe  that  the  future  of  banking  in  this  country 
will  be  quite  as  largely  in  the  hands  of  the  men  oonnected  with  state 
institutions  as  has  been  its  past.  You  are  the  first  to  discern  or  fore- 
see local  needs  and  to  adapt  your  business  to  local  conditions  and 
changes.  You  can  most  readily  impress  your  views  on  state  legislatures. 
Large  bodies  are  proverbially  slow  and  the  Ck>ngress  of  the  United 
States  has  so  many  important  matters  to  consider  that  the  special 
banking  needs  of  Nevada  or  New  York  make  comparatively  little  im- 
pression upon  that  body  as  a  whole.  I  would  be  the  last  to  assert 
that  any  state  had  a  system  of  supervision  superior  to  that  under 
the  direction  of  the  Comptroller  of  the  Currency  or  that  deposits  in 
state  institutions  were  anywhere  better  safeguarded  than  in  our  great, 
strong  and  conservative  national  banks.  I  am  ready  to  admit  that  the 
National  Government  can  call  to  its  service  abler  men  than  are  available 
in  similar  capacities  in  any  state;  but,  if  in  the  future  there  is  not 
created  in  any  state  an  equally  ^cient  system  of  supervision,  if  the 
interest  of  depositors  is  not  equally  well  protected  and  local  and 
special  business  needs  even  better  served,  it  is  the  fault  of  the  bankers 
of  that  state  of  the  superintendent  or  commissioner  and  of  its  bank 
examiners.  Take  the  knowledge  of  men  and  their  character  which  is 
so  essential  in  the  work  of  examination  and  supervision  and  in  the  de- 
velopm<»it  of  banking  resources  by  proper  legislation,  and  consider 
whether  it  is  humanly  possible  for  any  official  at  Washington  to  have 
as  accurate  a  knowledge  of  the  bankers  of  the  United  States  as  any 
superintendent  or  commissioner  can  have  of  the  bankers  of  hia  state, 
to  say  nothing  of  a  comprehension  of  local  conditioiis  and  requirements. 

In  perfecting  your  systems  and  procuring  proper  state  legislation,  you 
will  have  at  all  times  the  support  of  your  brethren  of  the  satioBal  banka, 
unless  the  legislation  is  discriminatory  in  its  character,  and  I  am 
sure  we  all  believe  in  oonstmctive  and  not  destructive  legislation.  In 
New  York  State,  at  least,  it  has  been  utterly  impossible  to  create 
any  general  class  jealousies  and  in  urging  any  proper  legislation  upon 
our  state  legislature  for  the  benefit  of  state  inatitations  and  the 
development  of  the  banking  resources  of  the  state  through  them,  I 
have  always  confidently  relied  upon  the  support  of  the  broad-minded 
men  in  control  of  our  national  banks. 

Before  us  are  some  of  the  most  tremendous  problems  of  all  time. 
The  labor  question,  the  hi^  cost  of  living,  housing  probl^ns,  production, 
transportation  and  distribution,  are  all  clamoring  for  immediate  solu- 
tion. Behind  them  all  is  the  question  of  money, — the  special  instru- 
ment with  the  use  of  which  you  are  so  peculiarly  familiar  and  in  the 
distribution  and  employments  of  which  you  are  so  constantly  and  so 
continuously  engaged.  Consequently  the  final  solution  of  all  these  prob- 
lems rests  to  a  large  degree  with  you  and  your  responsibilities  are 
correspondingly  great. 
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I  reiterate  that  the  future  of  banking  in  this  country,  the  prosperity 
and  the  happiness  of  its  people,  aye,  the  future  history  of  civilization 
itself  are  largely  in  your  hands. 

DISCUSSION 

Chairman  MoDouqal:  We  would  very  much  like  to  have  brought 
out  some  of  the  salient  points  of  banking  in  other  states  than  the 
State  of  New  York.  We  have  with  us  some  of  the  Supervisors  and 
Commissioners  of  Banks  from  other  states.  Now  in  regard  to  salient 
points  in  the  State  of  New  York,  not  in  regard  to  the  law,  but  with 
regard  to  our  assets.  The  state  banking  institutions,  the  state-chartered 
banking  institutions  of  New  York  have  assets  of  nearly  eight  billions 
of  dollars.  It  is  not  generally  known  we  have  here  about  two  billions 
of  dollars  in  excess  of  the  assets  of  all  the  national  banks  of  the  State 
of  New  York,  even  not  taking  the  National  City  Bank,  the  National 
Bank  of  Commerce,  the  State  National  and  those  big  banks  in  New  York 
eity.  The  assets  of  the  state-chartered  institutions  of  the  State  of  New 
York  are  almost  eight  billions  of  dollars,  two  billions  in  excess  of  the 
National  banking  institutions  of  the  State  of  New  York.  Now  there' 
must  be  a  reason  for  that.  Yes,  a  natural  growth.  Now  here  is  another 
saHent  point  that  is  in  our  law  that  the  superintendent  did  not  menticm. 
In  cities  of  the  first  class  no  executive  ofBoer  of  a  bank  can  borrow,  ev^i 
on  government  bond,  he  can't  borrow  a  oent  from  his  bank.  That  was 
objected  to  very  strenuously  by  some. 

Now,  we  would  like  very  much  to  hear  from  some  of  the  other  bank 
supervisors  and  commissioners  as  to  some  of  the  salient  points  in  their 
law,  also  some  of  the  deficiencies  in  their  state  and  their  ideas  as  to 
how  they  ought  to  be  remedied.  There  is  one  big  question  that  has 
come  up  in  my  mind  and  that  is  one  on  which  some  of  these  commis- 
sioners could  probably  give  us  an  idea  as  to  their  judgment.  It  is  the 
question  of  efficiency  of  members.  In  our  own  institution,  the  law  of 
the  State  of  New  York  requires  that  in  addition  to  the  examination 
made  by  the  Superintendent  of  Banks  the  directors  themselves  must 
make  an  examination  of  their  own  institution  twice  a  year.  The  blanks 
calling  for  the  information  are  prepared  by  the  Superintendent  of  Banks 
and  the  directors  must  prepare  information  answering  all  the  questions 
on  those  blanks.  The  question  came  up  right  away  with  us  as  to  how 
they  were  going  to  enter  the  liabilities.  Now  I  said  that  you  will  find 
that  we  are  taking  every  precaution,  that  the  men  who  keep  our 
individual  books  have  nothing  to  do  with  the  pass  books;  that  they 
are  written  up  from  the  original  deposit  tickets,  I  believe  from  the 
individual  books;  and  that  in  every  way  safeguards  are  thrown 
around  them,  and  that  system  with  those  safeguards  is  being  followed. 
Then  the  question  came  up  as  to  whether  we  should  disturb  our  cus- 
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tomers  bj  calling  in  the  pa^s  books  or  not.  Now,  it  would  be  rerj 
interesting  to  hear  what  the  opinion  of  some  of  these  bank  Snpenrisort 
or  Commissioners  are,  whether  it  is  possible  for  them  to  satiidPy  them- 
selves when  they  go  into  a  bank  that  this  system  is  so  good  that  there  is 
practically  no  chance  of  trouble  in  the  liability  account.  Then,  after 
we  hear  from  them,  we  would  like  some  discussion  amongst  the  bankers 
assembled  here  as  to  the  different  points  raised. 

Mb.  RU86BLL:  I  have  listened  with  a  good  deal  of  pleasure  to  lir. 
Skinner's  paper  and  I  have  got  a  good  deal  of  inspiration  from  him  as 
far  as  I  can  speak  about  my  own  side  lights.  What  I  would  aaj  about 
Illinois  banking  laws  is  this:  At  the  session  of  the  l^slaturs  before 
the  last  we  passed  a  law,  and  the  people  voted  on  it,  putting  priratc 
banks  out  of  existence.  Tl&at  law  is  in  effect  now.  There  are  jn»  errors 
in  the  law  so  we  re-enacted  this  law,  the  identical  law  and  are  going 
to  Tote  on  it  again  this  spring  but  without  operating  under  it.  Now 
as  ever — ^we  had  to  promise  a  good  deal  on  account  of  there  being  a 
number  of  influential  private  bankers  in  the  state.  We  have  now  a 
law  that  is  altogether  too  liberal,  but  still  in  a  great  many  points  I 
think  it  measures  up  to  the  New  York  and  other  laws.  After  we  get 
our  new  constitution, — we  will  probably  have  one  this  fall,  at  least 
we  are  going  to  vote  on  this  question  then, — we  wUl  have,  I  think, 
some  new  laws  on  this  subjeot  and  the  whole  matter  of  banking  will, 
as  it  should,  be  left  to  a  later  legislature  and  the  laws  we  are  going 
to  have— that  is,  after  this  constitution  has  done  its  work,  will  be 
Uws  that,  I  think,  wUl  be  real  mottoes.  I  hope  they  wiU  be  largely 
copied  after  Mr.  Skinner's  laws  in  New  York,  because  I  know  be  is 
responsible  very  largely  for  their  present  system.  Now  I  dont  know  that 
I  should  go  into  details  because  there  are  so  many  different  points, 
but  we  have  a  number  of  ideas  in  our  law  that  are  being  taken  advantage 
of  to  a  certain  extent  by  small  banks.  In  Illinois,  private  banks  in 
unincorporated  cities  or  villages  with  a  population  of  le«  than  000, 
are  allowed  to  organise  with  $10,000  capitaL  While  $10,000  capital 
under  the  existing  law  would  give  them  very  little  libertj  in  the  way 
of  loans,  they  are  allowed  to  loan  up  to  the  extent  of  their  capital  in 
addition  to  that,  providing  they  put  up  a  bond  which  the  Auditor  who 
is  Superintendent  of  Banks,  will  approve  in  an  amount  anflldent  to 
cover  any  probable  loss.  This  puts  a  burden  <m  the  Auditor,  but  it  is 
not  a  heavy  burden  because  these  are  only  isolated  cases.  People  in  a 
small  village  of  say  16,000  people,  where  there  is  a  grain  elevator  or  two 
have  no  way  of  getting  their  loans  carried  excepting  they  go  to  a  larger 
town  which  is,  in  most  instances,  an  inconvenience.  Now  in  this  way 
this  burden  can  be  carried  very  nicely  by  these  former  private  banks. 
The  private  bank  law  is  not  ojperative  now  but  cornea  into  effective 
force  <m  the  first  of  January,  1021,  and  it  is  surprising  to  see  the  number 
of  old-time   private  bankers   that   are   coming   in    now.     In   fact  we 
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have  letten  fr<«ii  the  majority  of  those  that  are  not  in  aiready  indicating 
that  when  the  law  becomes  ^ective  on  January  1,  1021  there  will  be 
▼ery  few  private  banks  in  Illinois.  Now  you  have  up  the  question  of 
allowing  private  banks  to  do  business  and  examine  the  private  banks, 
but  it  is  hard  in  that  case  to  have  a  standard,  and  you  hardly  know 
what  to  go  I7.  Tou  pass  on  the  securities  that  the  bank  has,  but 
that  is  not  ^he  banker.  The  individual  who  composes  it  may  owe 
a  great  deal  of  nM>ney  outside  of  the  bank.  The  bank  may  have  a 
great  deal  of  resources  but  the  liabilities  outside  may  be  great  and  it  is 
almost  an  endless  Job  to  get  a  really  true  statement  of  that  bank.  So 
I  might  state,  altiiough  I  was  a  private  banker,  that  we  have  done 
away  with  private  banks  altogether  and  after  the  Ist  of  January,  1921, 
we  will  only  have  incorporated  banks  and  Illinois  will  be  what  I  call 
a  banner  state  when  it  comes  to  incorporated  banks,  as  I  think  we 
will  beat  you  alL  This  is  really,  as  I  said  before,  quite  a  school  for 
me  and  I  have  gotten  a  great  deal  from  Mr.  Skinner's  paper.  I  only 
hope  that  this  will  be  a  real  discussion  and  a  number  of  good  points 
will  be  brought  out  so  we  will  all  go  away  with  a  good  deal  more  of 
knowledge  on  this  subject  than  we  had  before. 

Mm.  W.  B.  Williams  (California) :  Mr.  Chairman,  Ladies  and  Qentle- 
men:  I  think  in  California  we  have  features  in  our  banking  laws  that 
are  more  or  less  unique  and,  I  think,  quite  effective.  We  do  not  have 
private  banking  in  California  at  alL  All  banking  is  conducted  by  capital 
stodc  corporations.  The  minimum  capital  is  fixed  by  law,  the  Initial 
capital  according  to  the  population  of  the  place,  and  is  increased  accord- 
ing to  the  increase  in  the  deposit  liabilitiea.  We  have  there  what  we 
call  departmental  banking  in  its  true  sense.  One  corporation  may  en- 
gage in  an  three  classes  of  banking:  commercial,  savings  and  trust. 
When  we  speak  of  trust  in  California,  it  means  that  activity  which  is 
devoted  wholly  and  alone  to  the  execution  of  trusts.  A  trust  company 
as  audi  cannot  take  deposits  at  all  as  excess  deposits  that  may  be 
taken  from  other  trustees  or  executors  or  bodies.  In  other  words, 
they  cannot  receive  any  deposits  except  that  those  deposits  in  turn 
are  trust  deposits  from  some  other  trustee.  The  capital  requirement 
for  the  commercial  bank  is  ten  per  cent.  In  other  words,  $100,000 
capital  in  a  commercial  bank  would  entitle  the  commercial  bank  to  a 
million  dollars  of  deposits.  Tliat  same  ratio  is  required  in  savings 
banks  initially,  but  that  is  permitted  to  decrease  as  the  sise  of  the 
bank  increases  until  after  forty  million  dollars  is  reached  the  increase 
is  at  the  rate  of  one  per  cent,  of  the  deposits  received.  Trust  com- 
panies are  permitted  to  charge  and  a  bank  is  permitted  to  charge  in 
the  execution  of  trusts  in  a  place  of  less  than  one  hundred  thousand 
population  on  a  capital  of  $100,000.  That  capital  in  turn  is  appor- 
tioned to  what  we  call  particular  trusts  and  private  trusts.  Those  two 
classes  d  trusts  are  kq[>t  separately  so  that  the  liability  upon  the 
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securities  which  are  deposited,  which  is  the  entire  eapital  invested 
in  certain  exclusive  forms  of  securities  and  placed  with  the  State 
Treasurer.  Then  as  the  trusts  increase  an  increase  of  capital  is 
required  until  it  reaches  a  maximum  of  $600,000.  Branch  Kojilrfng 
or  the  opening  or  operation  of  branch  offices  is  also  permitted  in 
California  without  limitation  as  to  the  location  of  the  brandi  any- 
where in  the  State  of  California.  A  bank  is  not  permitted  to  operate 
a  branch  office  in  any  other  state,  but  a  bank  with  a  capital  of  <ae 
million  dollars,  a  commercial  bank,  may,  under  certain  eonditions, 
and  with  the  consent  of  the  Superintendent  of  Banks,  open  a  branch 
in  a  foreign  country  for  the  purpose  of  assisting  in  the  promotion  of 
foreign  trade.  No  assignment  of  capital  is  required  for  branch  offices, 
but  a  bank  desiring  to  open  a  branch  office  must  have  in  the  prindpal 
place  of  business,  a  capital  of  at  least  $26,000  more  than  the  minimum 
required  in  that  particular  place.  But  for  an  additional  branch  in 
any  other  place  the  bank  must  have  a  capital  for  each  branch  equal 
to  the  amount  of  capital  that  would  be  required  of  a  new  institution. 
Then  it  must  also  increase  ita  capital  as  its  deposits  and  liabilities  in- 
crease. I  would  like  to  say,  for  the  benefit  of  some  of  those  states 
where  they  may  have  more  or  less  trouble  in  getting  the  kind  of 
legislation  thai  many  of  the  states  now  have  and  particularly  for  the 
benefit  of  those  states  where  modem  up-to-date  banking  laws  are  de- 
sired but  where  there  are  groups  of  banks  who  believe  that  the  nuxlem 
banking  law  is  going  to  interfere  too  much  with  their  bnsinees  and 
therefore  do  not  assist  as  much  as  they  should  in  securing  such  legis- 
lation, I  want  to  urge  upon  you  the  fact  that  no  bank,  no  good  banker 
and  no  bank  system  in  any  state  is  ever  injured  by  good  banking  laws, 
and  it  is  easy  to  get  good  banking  laws  if  the  bankers  will  actually 
try  to  get  them.  In  California  we  have  had  in  operation  for  a  number 
of  years  a  very  effective  method,  and  I  say  also  that  I  think  the 
laws  of  California  are  equal  in  every  respect  to  the  laws  of  New  York 
insofar  as  they  extend  their  power  of  discretion  and  initial  action. 
The  powers  conferred  upon  the  Superintendent  of  Banks  are  like  those 
in  New  York,  most  autocratic,  and  they  have  not  worked  to  the  dis- 
advantage of  the  banks  for  the  growth  of  the  deposits  of  the  business 
and  the  banking  life  speaks  for  itself.  The  method  adopted  there  is 
that  the  California  Bankers  Association  has  in  active  and  in  constant 
operation  a  committee  called  the  Legislating  Committee  that  is  an  ac- 
tive committee  and  during  the  whole  of  the  time  between  the  legislative 
sessions  they  are  receiving  suggestions  from  the  various  bankers  in  the 
state,  keeping  abreast  of  Federal  legislation  and  of  the  newer  enactment 
in  other  states  and  of  the  possibilities  of  improving  their  own.  Thej 
are  also  in  constant  co-operation  with  banking  departments  just  prior 
to  and  during  the  session  of  each  succeeding  legislature.  They  very 
carefully  go  over  the  entire  ground,  and  agree  fuUy, — not  always  with- 
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out  coDsiderable  diBcussion,  but  eventually  they  agree, — and  they  go 
unitedly  to  the  legislature  and  ask  for  that  which  they  desire;  and 
they  have  never,  during  the  time  that  that  process  has  been  followed, 
been  refused  anything  that  they  have  jointly  asked  for. 

Mr.  Pobtkb  (Utah) :  We  are  out  there  in  the  sage  brush  where  we 
look  over  the  banking  laws  of  the  other  states  and  take  what  we 
consider  the  best  features  of  them  and  then  put  in  a  few  extras  for 
good  measure.  So  a  few  years  ago  we  wiped  off  the  map  the  private 
banks,  all  the  private  banks,  and  recently  we  have  placed  the  oflSce 
of  the  Banking  Commissioner  at  the  will  of  the  government  of  the  state. 
He  can  be  rennoved  without  cause  by  the  Chief  Executive,  and  if  there 
is  any  violation  on  the  part  of  any  bank  to  conform  to  the  law  or  any 
fraction  of  the  law  and  if  this  violation  continues  for  the  period  of  a 
certain  number  of  days,  the  Banking  Commissioner  can  be  held  at  once 
for  a  misdemeanor  and  punished  accordingly.  Now  that  probably  may 
be  interesting  as  what  we  might  consider  a  freak  feature,  but  I  would 
like  to  say  a  few  words  in  reply  to  what  Mr.  Skinner  said  as  to  private 
banking  and  its  features.  It  seems  that  in  our  state  we  have  found 
a  way  of  getting  arotmd  that  provision  and  in  a  round-the-comer 
process  which  appeared  there  was  developed  there  a  method  that  carries 
with  it  many  of  the  merits  of  private  banking;  that  can  be  supported 
by  many  of  Uie  arguments  that  are  brought  forward  for  private  banking 
and  yet  get  away  from  some  of  the  objections,  and  the  process  is 
something  like  this:  The  larger  banks  in  the  larger  cities  of  the  state 
go  out  into  the  outlying  districts,  organize  a  bank  there,  taking  say 
40  per  cent,  of  the  stock,  and  giving  the  majority  of  the  directors  of 
the  institutioB  to  the  local  people.  Now  the  reason  why  they  can  only 
take  40  per  cent,  of  the  stock,  the  reason  why  they  give  the  majority 
of  the  directors  of  that  independent  corporation  to  the  local  people 
is  because  of  another  provision  of  our  law  which  prevents  them  from 
purchasing  stock  or  holding  stock  in  another  banking  institution  except 
by  the  approval  of  the  Commissioner.  Now  under  the  ruling  in  that 
state  it  has  brought  out  this  situation :  They  go  there  and  they  estab- 
lish this  bank  in  the  remote  district  where  an  independent  institution 
could  not  make  its  way.  Then  we  have  one  of  these  tight,  close-down 
excess  laws,  so  this  bank  that  holds  say  40  per  cent,  of  the  stock  and 
has  given  the  majority  of  directors  to  that  outlying  institution  really 
controls  it,  and  from  the  fact  that  they  are  bankers  people  in  the 
locality  are  willing  to  respond  at  once  to  the  suggestions  that  they 
make.  Thus  they  relieve  them  of  the  difficulty  under  the  excess  loan 
law  by  taking  over  those  larger  loans  to  the  corresponding  figure 
or  to  the  limit  of  the  bank  that  is  protecting  this  outlying  institution. 
So  that  the  little  bank  in  the  out-of-the-way  place  is  independent 
though  apparently  controlled,  the  majority  of  the  directors  there  are 
from  the  little  village  or  the  small  place,  it  is  represented  there  in 
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its  interests  and  has  all  the  color  of  a  local  institution,  yet  at  the 
same  time  the  directing  hand,  the  guiding  influence  of  the  institutioiB 
is  taking  care  of  these  difBculties  that  surrotmd  the  little  bank.  Thus 
the  greater  banking  problems  are  all  taken  over  by  the  40  per  cent 
owner  holding  bank,  and  it  seems  that  just  through  incident  and 
through  working  out  a  way  around  the  law,  they  hare  dereloped 
there  a  process  or  a  system  which  seems  to  accomplish  what  branch 
banks  accomplish  and  yet  they  get  away  from  any  of  the  objections 
that  are  urged  against  the  branch  banks. 

Now,  in  the  matter  of  service  fund,  Mr.  Skinner.  There  is  quite 
an  interest  in  our  community  in  that  matter,  and  we  are  likely  to  have 
written  into  our  books  suddenly  a  law  that  will  be  an  extreme  in  that 
direction.  Now,  it  has  been  suggested,  in  order  to  overcome  this 
tendency  to  establish  banks  where  people  will  not  supp<nrt  them,  to 
make  this  provision  that  In  a  new  bank  for  one,  two  or  three  years 
nothing  shall  be  taken  from  the  net  profits  in  the  way  of  dividends 
to  the  stoddiolders  and  after  that,  they  shall  break  fif^-fifty  between 
their  dividend  account  and  the  undivided  profits  which  shall  go  over 
into  surplus  for  a  period  of  time  or  until  such  time  that  their  surplus 
amounts  to  50  per  cent,  of  the  capital.  Now,  the  contention  back 
of  this  suggestion  is  that  it  gets  away  from  this  idea  of  guaranty  to 
which  our  people  are  opposed.  There  is  a  strong  opposition  out  tiiere 
to  anything  that  looks  like  guaranty,  and  there  is  not  any  likelihood 
of  anything  happening  along  that  line  of  the  more  radical  nature  that 
we  have  referred  to  in  other  lines.  Now,  I  would  like  to  get  from 
the  experience  of  those  who  are  old  in  this  work,  and  the  states 
that  are  old  in  it  an  idea  of  what  would  be  a  reasonable  and  consistent 
arrangement  as  to  the  setting  aside  from  the  net  earnings,  for  surplus, 
a  per  cent,  of  those  earnings.  Is  there  anything  that  can  ba  worked 
out  or  developed  that  would  be  considered  consistent  in  that  matter  t 

Chatrman  MoDouoal:  This  is  one  of  the  most  interesting  meetings 
I  have  ever  attended.  Now,  if  there  is  anything  more,  let's  have  it 
quick  because  we  do  not  want  to  drag  it  out,  and  we  want  to  know 
everything  there  is  in  it.  I  want  to  tell  you  that  in  looking  over  this 
audience  awhile  ago  I  saw  the  Second  Vice-President,  who  will  un- 
doubtedly be  the  First  Vice-President  of  the  American  Bankers  Asso- 
ciatioD.  I  also  saw  in  the  audience  the  President  of  one  of  the  most 
enterprising  national  banks.  He  has  got  no  business  to  be  here  today. 
He  ought  to  have  been  at  the  baseball  game  in  Cincinnati,  and  he  has 
come  in  here  to  listen.  And  this  is  a  very  interesting  meeting.  Now 
if  those  gentlemen  Want  to  know  something  about  real  banking,  these 
national  banking  men,  they  must  consider  that  they  are  shut  out  from 
asking  questions.  Is  there  any  other  remark,  Bank  Superintendents, 
Supervisors  or  Conunissioners,  is  there  not  anything  interesting  to 
tell  us?  If  so,  let's  have  it  right  away  quick  and  short,  please, 
because  we  do  not  want  to  drag  the  meeting. 
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A  Member:  What  will  become  of  the  email  banke  if  this  braneh 
bank  theory  ie  developed? 

Chatbman  MoDouqal:  I  can  not  answer  that.  Some  other  gentle- 
man will  have  to  answer  it. 

Mb.  Kent  (New  Jersey) :  I  regret  Andrew  J.  Frame  is  not  here  to 
talk  to  us  of  branch  banks.  I  recently  received  from  him  a  little  copy 
of  an  address  he  made.  He  has  made  a  deep  study  of  it,  and  it  seems 
that  the  backwardness  of  Canada  is  the  result  of  the  branch  banking 
there.  I  will  tell  you  one  instance.  I  noticed  it  myself  some  number 
of  years  ago,  I  was  in  Great  Britain  about  the  time  when  Lloyd  Qeorge 
was  in  power.  I  was  over  there  in  a  conference  with  an  independent 
business  man,  director  of  a  railway  and  director  of  a  mutual  savings 
bank,  and  he  asked  me  about  banking  in  the  United  States.  I  told 
him  something  about  it.  He  told  me  in  turn,  that  in  Carlisle  in 
the  north  of  England  the  banks  were  independent  until  a  few  years 
ago  but  were  now  all  becoming  branches  of  the  metropolitan  Imnks. 
I  asked  a  number  of  the  business  men  some  months  or  nutybe  a  year 
or  two  afterwards  how  they  liked  the  change.  They  generally  said 
they  did  not  like  it,  that  they  did  not  receive  the  attention  they 
formerly  had.  Kow  as  Commissioner  Skinner  was  talking,  he  spoke 
of  the  inability  of  the  officials  in  Washington  to  be  in  touch  with 
local  conditions  in  the  various  states  in  the  same  way.  I  want  to 
say  that  the  directors  in  the  big  cities  can  not  be  in  close  touch 
with  local  conditions  in  the  various  towns.  I  know  from  my  experience 
in  New  Jersey  that  about  two  years  ago  a  number  of  our  large  trust 
companies  were  desirous  of  establishing  branches  and  some  of  them 
got  through  such  a  bill,  but  as  soon  as  the  bankers  in  the  town  and 
cities  realised  what  it  meant  they  fought  it  and  H  was  finally  kUled 
in  our  legislature.  They  felt  that  these  big  institutions  would  opea 
branches  in  their  town  and  in  that  way  freeze  them  out.  I  regret 
very  much  that  Mr.  Frame  is  not  here  that  he  could  answer  on  this 
subject. 

Mb.  Aujen  W.  Johnson  (Schenectady,  New  York) :  Mr.  Skinner  re- 
ferred in  his  address  to  examinations  and  it  is  on  that  point  that  I 
wish  to  say  a  word  regarding  the  examination  of  banks,  especially  of 
mutual  savings  banks  which  is  the  kind  of  bank  of  which  I  am  a 
treasurer.  Now  every  banker  here  knows  that  it  takes  all  the  em- 
ployees of  the  bank,  all  the  best  hours  of  the  day  to  make  up  the 
accounts.  It  is  very  plain  that  one  or  two  or  three  commissions  coming 
once  a  year  oould  not  go  over  the  business  day  of  a  bank,  making  an 
examination  of  the  business  of  a  bank  that  it  takes  all  the  employees 
of  one  day  to  make  up  for  that  day  only.  Therefore  it  must  necessarily 
be  a  brief  examination  that  can  be  made  by  bank  commissioners  al- 
thou|^  they  do  their  best  under  the  circumstances  and  get  their  paf 
which  the  banking  department  gets  from  the  bank  and  whieh  tbey 
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are  willing  to  give  and  all  that,  so  that  there  is  a  wheel  within  a 
wheel  in  the  examination  of  the  bank.  And  we  will  take  for  instance 
the  matter  of  interest.  Bank  examiners  come  in  once  a  year  and 
figure  up  how  many  securities  you  have,  the  total  amount  and  the 
time  they  run,  both  of  your  bonds  and  mortgages.  Then  they  tigure 
the  interest  that  you  have  accumulated,  collected  and  outstanding,  and 
they  strike  a  balance;  but  suppose  they  don't  come  until  say  the  month 
of  October  and  your  interest  has  been  collected  all  during  that  time 
from  the  last  October  up  to  that  timet  The  trustees  of  a  mutual 
savings  bank  in  the  City  of  New  York  are  supposed  to  examine  twice 
a  year  and  report.  If  their  periods  are  January  and  July  they  make 
a  report  to  the  Banking  Bepartmoit  for  January  and  July  of  the  inter- 
est and  of  all  the  other  matters  on  which  they  are  supposed  to  make  a 
report,  go  over  it  all,  and  audit  the  trustees  examiners.  Now  I  would 
like  to  ask  the  gentlemen  whether  they  know  that  their  trustees  made 
a  thorough  examination  of  their  banks.  There  is  a  method  of  doing  it, 
and  our  bank  is  getting  up  a  blank,  and  that  is  my  reason  for  stepping 
up  here  tonight:  to  let  you  know  that  our  bank  is  making  up  a  blank 
form  by  which  our  trustees  can  make  an  examination  at  that  period 
of  all  the  items  and  do  it  in  that  way  that  the  bank  examiners  find 
it  was  impossible  to  do  in  the  limit  of  time  in  which  they  examine  a 
bank.  And  I  will  say  this,  that  we  intend  to  have  it  printed,  and 
if  anybody  who  is  sufficiently  interested  to  get  that  blank  will  write 
for  it,  in  the  course  of  about  three  weeks,  we  will  send  it  to  them. 
As  a  matter  of  little  interest,  they  may  be  thinking  of  s<»nething 
of  the  same  kind  and  might  like  to  see  what  we  are  doing  in  that 
direction. 

Mb.  Skinneb:  I  wanted  to  ask  Mr.  Johnson  as  a  matter  of  interest 
to  all  of  you,  I  think,  as  bearing  on  the  question  of  liabilities  whether 
his  savings  bank  still  publishes  for  the  information  of  tiie  depositors 
each  year  the  amount  that  is  due  them  at  a  certain  day  so  that  they 
can  verify  their  accounts  for  themselves. 

Mb.  Johnson:  We  have  done  that  up  to  the  last  year  every  three 
years  for  the  past  twelve  years, — ^that  is  giving  the  name,  the  balance 
of  every  depositor  and  the  number  of  that  depositor's  book.  This  is 
published  in  the  newspaper  and  is  republished  in  a  little  book  form. 
We  have  now  forty-four  thousand  accounts  and  you  can  take  that 
statement  and  you  can  balance  our  bank,  yes,  just  as  well  as  you 
could  if  you  were  there  when  the  examiner  was  there  balancing  it 
We  skipped  this  last  year  because  we  could  not  get  the  banker  to  take 
hold  of  it,  and  we  could  not  get  sufficient  clerk  help  to  go  over  it, 
but  we  are  expecting  to  do  that  this  coming  January.  This  will  mean 
that  we  do  it  every  three  years  and  s^ip  one  year  so  it  will  be  four 
years  that  we  do  that  now.  And  if  this  other  matter  is  of  sufllcient 
interest  to  you  we  will  be  glad  to  givo   it.     Send  your  trustees  that 
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printed  blank.  We  think  they  will  get  to  like  it  very  much,  explaining 
to  the  tnisteea  juft  what  method  is  neoeseary  to  give  them  an  idea  of 
the  buBineM  of  the  bank  up  to  the  time  that  the  examiner  makes  the 
examination.  We  have  a  provision  in  our  law  of  the  State  of  New 
York  by  which  the  trustee  gets  paid  for  any  reasonable  amount  of 
work  that  he  does  to  secure  the  safety  of  the  depositor. 

CHAiRifAH  BCoDouoAL:  Mr.  Johnson,  may  I  also  ask  whether  anybody 
has  objected  to  having  his  balance  published,  have  you  had  any  eom- 
plaintsT 

Mr.  Johnson:  When  we  first  put  it  out»  the  first  year  there  were 
several  that  came  in  and  inquired  about  it,  whether  their  names  were 
going  to  be  entered  there  at  any  time  or  whether  we  told  anybody  that 
that  was  their  book.  I  do  not  believe  there  were  a  dozen  cases  at  that 
time,  and  we  have  about  thirty  thousand  accounts. 

Chaibican  MoDougal:  You  do  not  publish  the  name? 

Mb.  Johnson:  Only  the  number  of  the  account,  and  since  the  time 
we  have  kept  forty  thousand  accounts,  there  was  not  a  single  reference 
made  in  the  last  few  years  that  we  published  it.  We  find  that  they 
all  looked  at  it.  We  have  questioned  a  good  many  and  while  they  say, 
"Oh  yes,  I  know  there  is  such  a  thing  as  that,"  we  found  out  that 
they  do  lode  and  see  if  their  balances  correspond  with  the  balances 
on  their  books;  and  it  has  been  said  by  the  American  Bankers  Asso- 
ciation and  by  examiners  that  it  is  the  only  method  of  verifying 
liabilities  that  they  know  of  absolutely.  I  believe  Mr.  Skinner  will 
know  about  this;  examiners  tell  me  that  there  is  in  truth  only  about 
80  per  cent,  at  the  most  of  pass  books  that  are  checked  up  where  there 
has  been  an  eflfort  made  by  the  examiners  to  get  in  the  passbooks. 

Ma  Cabboll  (Kentucky) :  It  seems  to  me  that  a  system  of  keeping 
the  individual  account  by  a  perfect  system  of  verifying  the  liabilities 
of  the  bank,  if  the  bank  examiners  on  his  examination  would  simply 
have  to  mail  out  a  statement  like  national  banks  to  verify  these 
liabilities. 

Chaibman  McDouoal:  We  are  traveling  a  little  bit  out  of  our  sub- 
ject but  if  there  are  any  new  ideas,  we  would  want  to  hear  these 
interesting  things  so  the  chair  will  be  very  glad  to  allow  it.  Is 
there  anything  else,  any  questions  now,  any  one  would  like  to  ask? 
Are  we  throu^,  gentlemen,  are  we  through  discussing  all  laws  that 
we  have?  I  presume  the  question  of  guaranteeing  deposits  would 
come  under  the  topic  that  we  are  discussing.  Does  anybody  want  to 
discuss  that  now,  want  to  express  any  opinion  concerning  it? 

Mb.  Huddlsston:  I  have  been  pleased  with  the  statement  of  Mr. 
Skinner  of  the  method  they  pursue  in  New  York  of  securing  their 
commissioners  and  paying.  I  do  not  believe  that  there  is  any  conscien- 
tious banker  in  the  coimtry  who  objects  to  having  an  efficient  examiner 


Digiti 


zed  by  Google 


•88  THIRD  ANNUAL  MBBTINO 

dome  into  his  place  but  the  trouble  in  most  cases  is  that  we  do  not 
give  the  examiner  help  enough  to  enable  him  to  strike  a  balance  in 
the  average  bank  and  make  a  report  to  his  Superintendent.  I  wonld 
like  to  adt  Mr.  Skinner  about  what  percentage  the  average  bank  has 
to  pay  for  the  examination  as  made  by  the  State  of  New  York. 

Mb.  Skinner:  Mr.  Chairman,  if  you  will  notice  my  statement  our 
examiners  pass  examinations  given  by  the  Civil  Service  Conunisaion. 
They  have  to  have  five  years  banking  experience  or  its  equivalent.  We 
have  no  trouble  so  far  as  to  the  bookkeeping  acoounting  or  as  to  the 
ability  of  the  examiner,  but  I  do  know  that  our  examinations  are 
made  at  such  a  fixed  price  that  we  have  no  complaints  from  the 
institution.  In  fact,  they  sometimes  complain  because  we  do  not 
spend  more  time.  These  last  years  we  have  had  to  make  examinations 
a  little  more  hurriedly  and  the  banks  have  been  insistent  that  we 
■hould  do  more  work  and  make  larger  charges  rather  than  leas.  In 
the  way  our  examiners  are  appointed  they  are  capable  and  we  pay 
them  pretty  well,  up  to  eighteen  dollars  a  day  and  they  are  fond  of 
•omparing  our  charges  with  the  charges  that  are  made  by  certified 
public  accountants  whom  they  sometimes  call  in  to  help  the  directors 
make  examinations.  The  percentage  of  cost  to  resources  would  vary 
somewhat  in  different  institutions.  I  stated  that  there  was  no  limit 
to  the  time  that  an  examiner  or  examiners  mi^t  spend  in  an  institu- 
tion. In  a  well-conducted  institution  with  good  books,  the  examina- 
tion will  be  brief  and  the  cost  would  be  slight.  As  a  matter  of  fact 
with  one  of  the  old  national  building  and  loan  associations  we  put 
in  three  or  four  months  in  time  and  their  percentage  in  that  ease 
was  high.  We  had  to  close  it  ultimately.  We  found  defalcations  and 
one  man  committed  suicide  and  we  had  to  remain  there  longor  to  find 
cmt  what  we  were  after. 

Chaibman  McDotTGAL:  I  can  answer  your  question  partially.  I 
know  an  institution  that  has  about  twenty-five  million  deposits  and  they 
were  examined.  The  examiners  were  there  practically  a  whole  week, — 
there  were  several  of  them  and  the  cost  was  four  hundred  and  forty- 
one  dollars,  not  including  expenses.  Superintendent  Skinner  is  per- 
fectly right  when  he  says  that  we  wish — we  would  be  glad  to  pay 
more  money, — ^most  of  the  bankers  that  I  have  talked  with  really  sud 
our  system  is  very  economical.  I  would  rather  pay  twice  as  mudi  for 
an  examination  than  what  we  are  paying,  but  they  have  not  got  the 
men;  and  the  business  is  growing  so  fast  and  they  have  been  taking 
the  men  away  from  them  so  fast.  Then  the  appropriation  although 
paid  by  the  banks,  has  to  be  fixed  by  the  legislature  in  advance,  and 
they  hare  got  to  confine  themselves  in  that  appropriation  as  I  under- 
stand  Mr.  Skinner. 

Mb.  Skinnbb:  Tes,  sir. 
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CwATBifAN  MoDouoAL:  8o  that  they  do  not  let  ns  pay  them  as 
much  aa  we  would  like  to  pay,  but  their  examinations  are  thorough 
because  they  spend  the  time  where  it  is  needed  and  those  are  the 
figures  of  an  institution  of  over  twenty-five  millions  in  assets  wben 
they  spent  almost  a  week  and  the  cost  was  four  hundred  and  forty-one 
dollars  for  the  examiners. 

A  Membeb:  The  reason  I  ask  that  question,  Mr.  Chairman,  has  been 
prompted  by  the  experience  that  we  have  had  out  in  the  State  of 
Iowa.  Out  there  they  hang  onto  to  their  money,  they  are  tightwads, 
and  we  have  been  trying  for  years  to  get  them  to  loosen  up  so  that 
the  State  Superintendent  of  Bankii^  might  be  paid  a  proper  salary. 
Less  than  a  year  ago  a  number  of  the  easy  marks  in  the  State  of 
Iowa  had  to  donate  from  the  company  to  the  Bank  Superintendent  in 
order  to  keep  his  forces  up.  We  had  hoped  in  the  next  following 
meeting  of  the  legislature  that  we  would  reimburse  those  bankers  and 
pay  them.  But  they  did  not  do  it.  He  did  net  get  enough  to  pay 
for  diTision  help  in  making  examinations  as  they  should  be  made 
and  I  think  the  spirit  of  the  bankers  in  the  legislature  in  New  York 
in  giving  the  superintendents  practically  unlimited  amount  to  handle 
the  affairs  of  his  office  is  very  commendable.  Now  in  connection  with 
the  corporation  laws  or  the  laws  governing  the  state  bank.  In  the 
safety  of  state  institutions  it  has  always  seemed  to  me  that  there  was 
one  good  bet  that  was  overlooked.  This  was  in  Iowa  and  I  suspect 
it  was  so  in  every  other  state  outside  of  perhaps  one  or  two  distinct 
classes  of  corporations,  after  they  are  organized  and  get  their  charter, 
they  go  ahead  and  do  anything  they  like  without  any  restriction  what- 
ever. The  only  class  of  corporations  that  I  know  of  that  are  restricted  by 
the  laws  of  the  different  states  are  these  insurance  companies,  and  it 
would  seem  to  me  when  you  are  going  to  consider  your  banking  laws 
or  the  safety  of  banks,  that  is  one  thing  that  should  be  taken  into 
consideration,  that  is  one  element  that  will  perhaps  add  a  little  safety 
to  the  banks  operating  in  the  different  states.  Under  the  Federal 
Reserve  Act,  every  banking  institution  that  contributes  under  the 
Federal  Reserve  Act,  contributes  a  certain  per  cent,  of  its  deposits  and 
they  are  not  entered.  Would  it  not  be  fair  if  we  are  going  to  protect 
the  public  by  requiring  banks  to  deposit  their  reserve  for  a  certain 
period  of  time  without  interest,  to  insist  that  that  portion  of  the 
deposits  should  be  exempt.  Banks  should  be  prohibited  from  paying 
interest  on  the  proportion  of  their  balances  and  deposits  in  the  Federal 
reserve  bank.  In  other  words,  if  we  are  going  to  protect  the  public 
by  putting  in  the  surplus  provision,  that  a  certain  amount  of  deposits 
shall  be  deposited  in  the  Federal  reserve  bank  without  interest,  the 
public  should  not  receive  interest  on  that  portion  of  their  deposits. 

Chaibman  MoDouoal:  That  I  think,  is  national  law.    We  are  talk- 
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iBg  about  state  laws.  Mr.  Cousins  of  Wisoonsin,  we  would  like  to  hear 
from  jou. 

Mb.  Cousins:  (Wisocmsin):  I  enjoyed  this  disenstiom  wwj  modi. 
I  do  not  think  I  have  anything  to  ask. 

Cf  A  IBM  AN  McDouGAL:  Any  other  questions?  Are  there  any  other 
questions  our  national  brothers  would  like  to  hear  about,  would  like 
to  ask.  I  heard  Mr.  Hinsch  ask  Mr.  Huddleston  some  questions.  One 
of  the  ex-presidents  of  the  A.  B.  A.  Tou  probably  kaow  him  without 
the  announcement. 

Ma.  C.  A.  HnrsoH:  I  happen  to  be  president  of  the  Sayings  and  Trust 
Company  of  Cincinnati,  and  we  have  just  recently  perfected  an  affiliation 
with  the  Union  IVust  company,  so  that  I  am  deeply  interested  in  the 
question  of  state  banks. 

Chaibman  McDouqal:  I  suppose  you  own  the  Reds  too. 

Mb.  Hinsch:  We  are  going  to  clean  up  the  Cubs  first.  But  it  has 
been  a  matter  of  great  interest  to  me  to  hear  about  the  banking 
business,  both  national  and  state.  Some  fifteen  years  ago  I  was  president 
of  the  Ohio  Banlcers  Association,  and  had  the  courage  to  adTocate  at 
that  time  the  creation  of  a  State  Superintend^it  of  Banks.  It  was 
very  unpopular  at  that  time.  I  had  the  laws  of  Ohio  codified  by  Mr. 
Wilson,  one  of  our  leading  attorneys  and  his  work  formed  the  basis 
of  the  law  that  was  finally  passed  in  Ohio,  three  years  after  it  was 
made.  I  preached  that  at  the  Ohio  Convention  and  I  feel  that  our  Ohio 
law  is  just  about  as  near  perfect  in  its  supervision  of  banks  as  it 
can  be  made.  As  I  understand  it,  no  new  private  bcmk  can  be  started 
in  Ohio,  and  all  are  now  under  the  jurisdiction  of  the  State  Superintend- 
ent of  Banks. 

Chaibman  McDougal:  Since  I  have  heard  about  the  good  progress 
of  the  various  states,  I  am  making  up  my  mind  this  earth  is  too 
perfect  for  bankers  to  live  in.  Is  there  anything  else,  any  other 
question  that  anybody  would  like  to  ask?  If  not,  this  meeting  stands 
adjourned.     1  thank  you  very  much  for  your  attention. 
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AMENDMENTS  TO  CONSTITUTION  AND  BYLAWS 
{Adopted  at  the  Forty-fifth  Annual  Convention) 

The  following  amendments  were  adopted  at  the  annual  ses- 
sion of  the  General  Convention  at  St.  Lonis^  Mo.,  September 
29-October  2,  inclnsive. 

Assistant  Tbeasubeb 
Amend  Article  V,  Section  9,  by  inserting  the  words  in  bold 
type,  so  that  Section  9  as  amended  shall  read  as  follows: 

SaoTioif  9.  The  Executive  Council,  at  the  meeting  provided  for  in 
Section  S  of  this  article,  shall  elect  a  General  Secretary,  a  (General 
Counsel  and  a  Treasurer,  who  shall  he  co-ordinate  officers;  also  elect 
one  or  more  Assistant  Secretaries,  and  shall  appoint  or  authorize  the 
appointment  of  such  subordinate  officers  and  other  employees,  including 
an  Assistant  Treasurer  to  be  appointed  by  the  Administrative 
Committee,  as  the  Council  may  deem  necessary,  and  at  its  discretion 
the  Council  may  remove  any  or  all  such  officers  and  employees  from 
office  or  employment. 

The  term  of  office  of  the  Treasurer  shall  begin  on  December  first 
following  date  of  his  election  by  the  Executive  CounciL 

Amend  Article  Y^  Section  13^  to  read  as  follows  (amendment 
consists  in  eliminating  words  in  brackets  and  adding  words  in 
bold  type) : 

Section  13.  The  Treasurer  shall  [collect  all  dues]  receive  and 
account  for  all  moneys  due  to  the  Association,  pay  out  money  only 
upon  vouchers  countersigned  and  approved  by  the  General  Secretary 
and  by  the  President  of  the  Association  or  by  a  member  of  the  Finance 
Committee  of  the  Executive  Council  duly  designated  by  that  Committee 
for  that  purpose,  and  in  a  case  of  vouchers  for  expenses  incurred 
by  a  Committee,  or  a  Section,  only  when  such  vouchers  shall  have 
received  the  additional  approval  of  the  Chairman  of  such  Committee 
or  the  Chairman  of  the  Executive  Committee  of  such   Section,   and 
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no  moneys  shall  at  any  time  be  paid  out  by  the  Treasurer  in  eaEcess  of 
the  appropriation  made  for  any  office,  committee,  section,  or  other 
purpose.  He  shall  pay  no  appropriations  in  bulk  but  only  upon  proper 
Touchers  representing  service,  expenses  or  cost  of  materials,  and  any 
balance  of  any  a|>propriati<m  not  so  withdrawn  at  «id  of  the  fiscal 
year  shall  revert  to  the  general  fund.  The  Assistant  Treasurer  shall 
collect  all  dues,  turn  over  all  receipts  to  the  Treasurer  and  per- 
form such  other  duties  as  may  be  assigned  to  him  by  the  Treasurer, 
the  Administraive  Conmiittee  or  the  Finance  Conmiittee. 

Amend  Article  V.  Section  14  to  read  as  follows  (new  matter . 
indicated  by  bold  type,  matter  omitted  in  brackets)  : 

SscnoF  14.  Hie  General  Secretary,  Treasurer,  Custodian  of  Securi- 
tieS)  [and]  Assistant  Secretary  and  Assistant  Treasurer  shall  each 
give  to  the  American  Bankers  Association  a  bond  in  amount  and 
form  satisfactory  to  the  Executive  Council. 

BMPon  or  Nomhiating  ComcrrnEB  Ain>  Installation  or  Omens 

Amend  the  ccmcluding  portion  of  Section  1  of  Article  X  to 
read  as  follows  (amendment  consists  of  insertion  of  words  in 
bold-face  iype) : 

*  *  *  It  shaU  be  the  duty  of  such  Nominating  Committee  to  meet 
as  soon  as  practicable  after  the  first  adjournment  of  the  General  Con- 
ventiOB  assembled  in  annual  session,  next  ensuing  after  their  election, 
at  the  eall  of  the  General  Secretary  of  the  Association,  and  organise 
by  the  seleetioo  of  a  Chairman  and  secretary  from  their  number. 
They  shall  recommend  a  candidate  or  candidates  for  President  of  the 
Association,  and  a  candidate  ot  candidates  for  First  and  Second  Vioe- 
Presidents  of  the  Association,  and  the  Nominating  Committee  shall 
make  report  of  its  recommendations  so  made  to  the  General  ConventioD, 
at  any  subsequent  session  of  the  General  Convention,  preferably  on 
the  morning  of  the  last  day  of  the  Convention,  but  prior  to  the 
order  fixed  by  program  for  the  election  of  oflkers.  The  nominattons 
or  reeommendations  made  by  the  Committee  shall  not  exclude  the  name 
of  any  person  otherwise  nominated  in  the  Convention,  and  under  the 
regular  order  for  the  electi<Mi  of  officers  any  delegate  may  place  in  nom- 
ination any  qualified  member  for  President  or  First  or  Second  Vice- 
President,  or  for  all.  The  regular  order  for  the  election  of  officers 
shall  immediately  follow  the  report  of  the  Nominating  Committee. 

Amend  Article  III,  Section  9,  to  read  as  follows  (matter 
dliminated  in  brackets^  new  matter  in  bold  face) : 

Oauima  0.    The  General  Convention  at  its  annual  session  shafl  elett 
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a  President  of  the  ABSociation  and  a  First  and  Second  Vice-President 
of  the  Association,  each  of  whom  shall  have  the  qualifications  of  a 
delegate.  The  President  and  Vice-Presidents  shall  he  installed  in 
office  (immediately  after  election)  at  the  close  of  the  last  day's 
session  of  the  General  Convention  and  shall  serve  until  the  next 
succeeding  election,  and  until  their  successors  are  duly  installed  in 
office,  and  shall  not  be  eligible  to  immediate  re-election  to  the  same 
position  after  a  full  term  of  service. 

The  General  Convention  at  its  annual  or  any  special  session  shall  elect 
or  appoint  such  other  officers  and  employees  as  to  the  Convention  shall 
seem  fit,  except  as  hereinafter  otherwise  provided. 

Amend  By-Law  Eight  by  eliminating  the  words  "election  and"  in  the 
first  and  second  lines  thereof,  so  that  said  by  law  shall  read  as  follows 
(words  eliminated  shown  in  brackets) : 

Eighth.  The  Association  year  shall  begin  after  the  order  of  [elec- 
tion and]  installation  of  officers  in  the  proceedings  of  each  annual  ses- 
sion of  the  General  Convention,  and  shall  continue  until  the  same  order 
in  the  proceedings  of  the  annual  session  of  the  General  Convention  next 
threafter  succeeding. 

Tacanot  in  OmcB  op  Statb  Viob-Pbisidxnt 

Amend  Artiole  IV^  Section  3^  of  the  Constitation  by  inserting 
after  the  irst  sentence  tiiereof ,  a  new  sentence  as  follows : 

Any  vaeanej  in  the  office  of  State  Vice-President  in  any  state  occa- 
sioned by  death,  resignation  or  other  cause  shall  be  filled  for  the 
unexpired  term  by  appointment  by  the  Administrative  Committee. 

AoDmo  SaooHD  Viob-Pbbsident  to  AoMnasTBATivK  (DoMMima 

Amend  Article  V,  Section  15  (d),  to  read  as  follows  (new 
matter  in  bold  face  type) : 

(d)  The  Executive  C:k>uncil,  at  its  first  meeting  as  aforesaid,  shall 
elect  from  its  membership,  one  person  from  the  one-year  class,  one 
person  from  the  two-year  class,  who  with  the  President  of  the  Associa- 
tion, the  First  and  Second  Vice-Presidents  of  the  Association,  the 
last  living  ex-President  and  the  Presidents  of  the  National  Bank  Sec-* 
tion.  State  Bank  Section,  Savings  Bank  Section  and  Trust  Company 
Section,  shaH  constitute  the  Administrative  Committee,  and  whose 
member^lp  rfiall  expire  with  ^eir  membership  in  the  Council,  and 
annually  thereafter,  shall  elect  one  person  from  the  two-year  class,  to 
fill  the  vacancy  occasioned  by  the  expiration  of  term.  Any  vacancy 
oocurring  by  death,  resignation,  or  other  cause  shall  be  filled  by  election 
from  the  same  elass  for  'the  unexpired  term. 
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Enlabokiccnt  or  Federal  and  State  LBQiSLAnvB  Cmtncilb 

Amend  Article  V,  Section  15  (aa),  to  read  as  MIowb  (new 
matter  in  bold  type ;  matter  omitted  in  brackets)  : 

A  State  Legislative  Council  is  hereby  created  which  ihall  eomist  of 
(1)  the  members  of  the  Committee  on  State  Legislation,  (2>  one  mem- 
ber of  the  Executive  Council  from  each  state  other  than  those  which 
have  a  member  of  the  Committee  on  State  Legislation,  or  an  ex-member 
from  such  state  when  suggested  by  a  member  or  members  of  the 
Executive  Council  from  such  state,  to  be  elected  by  the  Executive 
Council  annually  at  its  first  meeting  after  final  adjournment  of  the 
Gheneral  Convention,  (3)  the  Presidents  and  first  Vice-Presidents  of 
the  Sections  and  (4)  the  Vice-Presidents  of  the  Association  and 
of  the  Trust  Company,  Savings  Bank,  National  Bank  and  State 
Bank  Sections  in  each  state  [one  member  of  the  Association  in  each 
state  which  has  no  Executive  Council  member  to  be  appointed  by  the 
chairman  of  the  Committee  on  State  Legislation].  The  chairman  of 
the  Committee  on  State  Legislation  shall  be  chairman  of  the  State 
Legislative  Council.  In  each  state  the  elective  Executive  Council 
member  of  the  State  Legislative  Council,  or  where  there  is  no 
such  member,  the  State  Vice-President  of  the  American  Bankers 
Association  shall  be  chairman  of  a  sub-committee  to  be  composed 
of  the  members  of  the  State  Legislative  Council  in  such  state  and 
such  other  members  as  the  state  chairman  shall  appoint.  Elective 
or  appointive  membership  on  the  State  Legislative  Council  shall  expire 
at  the  time  of  the  annual  election  of  new  members  thereof,  but  such 
members  shall  be  eligible  for  immediate  re-election  or  reappointment. 
Any  vacancy  caused  by  death,  resignation  or  other  cause  shall  be  filled 
by  appointment  by  the  chairman  of  the  Committee  on  State  Legislation 
of  any  eligible  member. 

Amend  Article  V,  Section  15  (bb),  to  read  as  follows  (new 
matter  in  bold  face ;  matter  omitted  in  brackets)  : 

A  Federal  Legislative  Council  is  hereby  created  which  shall  consist 
of  (1)  the  members  of  the  Committee  on  Federal  L^islation,  (2) 
one  member  of  the  Executive  Council  from  each  state  other  than  those 
which  have  a  member  on  the  Committee  on  Federal  Legislation,  or 
an  ex-member  from  such  state  when  suggested  by  a  member  or  members 
of  the  Executive  Council  from  such  state,  to  be  elected  by  the  Executive 
Council  annually  at  its  first  meeting  after  final  adjoummoit  of  the 
Grcneral  Convention,  (3)  the  presidents  and  first  vice-presidents  of 
the  sections  and  (4)  the  vice-presidents  of  the  Association  and 
of  the  Trust  Company,  Savings  Bank,  National  Bank  and  State 
Bank  Sections  in  each  state  [one  member  of  the  Association  in  each 
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state  which  has  no  Executive  Council  member  to  be  appointed  by  the 
Chairman  of  the  Committee  on  Federal  Legislation}.  The  Chairman 
of  the  Committee  on  Federal  Legislation  shall  be  Chairman  of  the 
Federal  Legislative  Council.  In  each  state,  the  elective  Executive 
Council  member  of  the  Federal  Legislative  Coimcil,  or  where  there 
is  no  such  member,  the  State  Vice-President  of  the  American 
Bankers  Association  shall  be  chairman  of  a  sub-committee  to  be 
composed  of  the  members  of  the  Federal  Legislative  Council 
in  such  state  and  such  other  members  as  the  state  chairman  shall 
appoint.  Elective  or  appointive  membership  on  the  Federal  Legislative 
Council  shall  expire  at  the  time  of  the  annual  election  of  new  members 
thereof,  but  such  members  shall  be  eligible  for  immediate  reflection  or 
re^appointment.  Any  vacancy  caused  by  death,  resignation  or  other 
cause  shall  be  filled  by  appointment  by  the  Chairman  of  the  Committee 
on  Federal  Legislation  of  any  eligible  member. 

Amend  the  second  sentence  of  Section  16  (a),  Article  V,  to 
read  as  follows  (matter  omitted  in  brackets) : 

In  case  of  legislative  emergency  arising  between  sessions  of  the  Gen- 
eral Convention  whereby  the  welfare  of  the  members  might  be  injuriously 
affected  by  delay,  the  Committee  shall  urge  the  enactment  of  drafts  of 
state  statutes  in  the  manner  aforesaid  upon  approval  of  the  Executive 
Council,  upon  approval  by  the  members  of  the  [State  Legislative  Coim- 
cil  and  other  members  of  the]  Executive  Council  by  referendum  vote 
as  hereinafter  provided. 

Amend  the  last  paragraph  of  Section  16  (aa).  Article  V,  to 
read  as  follows  (new  matter  in  bold  face  type;  matter  omitted 
in  brackets)  : 

In  cases  of  legislative  emergency  arising  between  sessions  of  the 
General  Convention  or  of  the  Executive  Council,  wherein  it  becomes 
necessary  in  the  judgment  of  the  Chairman  of  the  Committee  on  State 
Legislation  to  immediately  urge  the  enactment  of  drafts  of  proposed 
statutes  through  state  organizations,  or  where  any  committee  created 
by  the  Association  or  the  Executive  Council  or  any  Section  of  the 
Association  officially  communicate  such  necessity  to  said  Chair- 
man, it  shall  become  the  duty  of  such  said  Chairman  to  submit  such 
drafts  and  the  action  proposed  thereon  to  the  members  [of  the  State 
Legislative  Council  and  to  all  other  members}  of  the  Executive  Council 
in  such  manner  as  he  may  deem  best  for  their  approval  by  referendum 
vote  and  the  policy  of  the  Association  as  to  urging  or  otherwise  the 
enactment  of  such  proposed  statutes  shall  be  thereby  determined  by  a 
majority  of  all  such  members  who  vote  thereon  within  a  reasonable 
time,  subject,  however,  to  change  by  the  Executive  Council  or  by  the 
General  Convention. 


Digiti 


zed  by  Google 


•M  FOBTT-FIFTH  ANNUAL  CONYBNTION 

Amend  the  second  sentence  of  Section  16  (b)  of  Article  Y, 
to  read  as  follows  (matter  omitted  in  brackets) : 

The  Ck>mmittee  on  Federal  LegiBlation  shall  receive  in  charge  all 
resolutions  adopted  by  the  General  Conyention  declaring  in  fav<»'  of, 
or  in  opposition  to,  national  legislation  upon  any  subject,  and  shall 
by  petition,  memorial  or  other  proper  action  further  the  purposes  de- 
clared for  in  such  resolution;  and  in  case  of  legislative  emergen<7 
arising  between  sessions  of  the  Qeneral  Convention,  whereby  serious 
and  harmful  results  to  the  welfare  generally  of  the  Association  mem- 
bership might  result  from  delay,  the  committee  shall  perform  services 
as  to  resolutions  of  similar  character  adopted  by  the  Bxeeutive  Council 
at  its  sessimis  or  in  case  of  emergency  in  the  interim  between  sessions 
of  the  Executive  Council  shall  perform  similar  services  upon  resolutions 
adopted  by  members  [of  theFederal  Legislative  Council  and  other  mem- 
bers] of  the  Executive  Council  upon  referendum  vote  as  hereinbefors 
provided; 

Amend  the  last  sentence  of  Section  16  (bb)  of  Article  Y,  to 
read  as  follows  (new  matter  in  bold  face  type;  matter  omitted 
in  brackets) : 

In  eases  of  legislative  emergency  arising  between  sessions  of  the  Q&l- 
eral  Convention  or  of  the  Executive  Council,  wherein  it  becomes  neces- 
sary in  the  judgment  of  the  Chairman  of  the  Committee  on  Federal 
L^slation  to  immediately  determine  the  policy  of  the  Association  in 
favor  of,  or  in  opposition  to,  national  legislation  upon  any  subjeet  or 
where  any  committee  created  by  the  Association  or  the  Executive 
Coundl  or  any  section  of  the  Association  officially  communicate 
such  necessity  to  said  Chairman,  it  shall  become  the  duty  of  said 
Chairman  to  submit  any  such  question  of  policy  in  form  of  a  resolution 
to  the  members  [of  the  Federal  Legislative  Council  and  to  all  other 
members]  of  the  Executive  Council  in  such  manner  as  he  may  deem 
best  for  referendum  vote  and  the  policy  of  the  Association  shall  be 
thereby  determined  by  a  majority  of  all  such  members  who  vote  thereon 
within  a  reas<mable  time,  subject,  however,  to  change  by  the  Sxecutivt 
Council  or  by  the  General  Convention. 

Independbnt  Ijniislativk  Aotion  bt  Sxonovs 

Amend  By-Law  Sixth  by  striking  out  the  last  paragraph 
thereof. 

Amend  Section  16  of  Article  Y^  of  the  Constitntion  by  diang- 
ing  first  sentence  of  sub-division  (a)  thereof  to  Mad  m  follows 
(new  matter  in  bold  type)  : 
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(a)  The  Committee  on  State  Legislation  shall  have  in  diarge  the 
eonsideration  of  state  statutes  affecting  the  powers,  privileges  and  duties 
of  the  members  of  the  Association  except  as  hereinafter  provided; 
also  the  subjects  of  uniformity  of  laws  and  commercial  usage;  and 
may  for  such  purposes  as  occasion  may  arise  recommend  to  the  Executive 
Council  and  the  General  Convention  drafts  of  proposed  statutes  for  their 
approval,  and  upon  such  dual  approval  shall  urge  the  enactment  of 
such  approved  drafts  through  state  organisations. 

Further  amend  Section  16  by  inserting  at  the  close  of  sub- 
division (aa)  thereof  a  new  sub-division  as  follows : 

(bb)  Subjects  of  state  legislation  of  special  interest  to  any  section 
may  be  presented  to  the  Committee  on  State  Legislation  as  hereinbefore 
provided;  or  such  subjects  may  be  urged  independently  by  the  State 
Legislative  Committee  of  any  Section,  in  which  case  any  expense  in- 
curred by  the  Section  shall  be  charged  to  the  appropriation  of  the 
Seetion,  aad  where  a  subject  of  special  interest  is  thus  independently 
urged  by  any  Seetioay  no  action  in  such  case  shall  be  taken  by  the  State 
Legislative  Committee  of  the  Association  except  under  the  instruetions 
of  the  Association  in  convention  assembled. 

Further  amend  Section  16  by  changing  the  first  sentence  of  sub- 
division (b)  thereof  to  read  as  follows  (new  matter  in  bold  face 
type): 

(b)  The  Committee  on  Federal  Legislation  shall  have  in  charge 
the  consideration  of  national  statutes  affecting  the  powers,  privileges 
and  duties  of  the  members  of  the  Associaticm,  except  ai  hereinafter 
provided,  and  may  for  such  purposes  as  occasion  may  arise  recommend 
to  the  Executive  Council  and  the  General  Convention  drafts  of  proposed 
statutes  for  their  approval  and  upon  such  dual  approval  shall  urge 
the  enactment  by  Congress  of  such  approved  drafts. 

Further  amend  Section  16  by  inserting  at  the  close  of  sub- 
division (bb)  thereof  a  new  sub-division  as  follows: 

(cc)  Subjects  of  national  legislation  of  special  interest  to  any  Sec- 
tion may  be  presented  to  the  Coounittee  on  Federal  Legislation  as 
hereinbefore  provided;  or  such  subjects  may  be  urged  independently  by 
the  Federal  Legislative  Committee  of  any  Section,  in  which  case  any 
expense  incurred  by  the  Section  shall  be  charged  to  the  appropriation  of 
the  Section;  and  where  a  subject  of  special  interest  is  thus  independently 
urged  by  any  Section,  no  action  in  such  case  shall  be  taken  by  the 
Federal  Legislative  Committee  of  the  Association  except  under  Hm 
instructions  of  the  Association  in  convention  assembled. 
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Annual  Dubb  cw  Membkbs 

Amend  By-Law  Second  to  read  as  follows  (matter  eliminated 
in  brackets^  new  matter  in  bold  face  type) : 

Second.  The  annual  dues  of  the  members  of  this  Association  includ- 
ing annual  subscriptions  to  its  monthly  "Journal"  shall  be  $10  for 
banks  and  trust  companies  having  an  aggregate  capital  and  surplus  of 
less  than  $100,000  [$20]  $25  for  banks  and  trust  companies  having 
an  aggregate  capital  and  surplus  of  $100,000  and  less  than  $250,000; 
[$25]  $35  for  banks  and  trust  companies  having  an  aggregate  capita] 
and  surplus  of  $250,000  and  less  than  $500,000;  [$40]  $50  for  bank« 
and  trust  companies  having  an  aggregate  capital  and  surplus  of  $500,000 
and  less  than  $750,000 ;  [$50]  $75  for  banks  and  trust  companies  having 
an  aggregate  capital  and  surplus  of  $750,000  and  less  than  $1,000,000; 
[$65]  $100  for  banks  and  trust  companies  having  an  aggregate  capital 
and  surplus  of  $1,000,000  and  less  than  [$5,000,000]  $2,500,000; 
[$100]  $150  for  banks  and  trust  companies  having  an  a^regate  capital 
and  surplus  of  $2,500,000  and  lets  than  $5,000,000;  $200  for  banks 
and  trust  companies  having  an  aggregate  capital  and  surplus  of 
$5,000,000  and  less  than  $10,000,000  and  $250  for  banks  and  trust 
conq>anies  having  an  aggregate  capital  and  surplus  of  $10,000,000 
and  over.  These  rates  shall  apply  to  savings  banks  witbcwt  capital 
according  to  their  surplus  or  reserve  fund  and  to  private  bankers  and 
banking  firms  according  to  capital  employed.  Dues  of  associate  mem- 
bers and  branch  banks  having  separate  capital  shall  be  in  all  respects 
the  same  as  the  foregoing.  The  annual  dues  of  branch  banks  without 
separate  capital,  chapters  of  the  American  Institute  of  Banking  and 
secretaries  of  state  bankers'  associations  shall  be  $10. 

The  annual  dues  of  members  who  do  not  subscribe  for  the  ''Joumar 
shall  in  each  case  be  $2  less  than  the  amounts  hereabove  specified. 

VonNG  FOB  Membbbs  of  Ezbcutivb  Council 

Amend  By-Law  Fourth  by  inserting  in  sub-division  (b) 
thereof^  immediately  f ollowiQg  the  sentence : 

''At  such  meeting  the  members  of  the  American  Bankers  Association  in 
attendance  shall  vote,  in  person  only,  from  a  list  certified  by  the 
General  Secretary  of  the  Association  to  the  Secretary  of  the  State  Bank- 
ers Association,''  the  following:  "and  no  delegate  shall  represent  more 
than  one  member." 

FiLUNG  Vacancies  in  Executivb  Council 

Amend  the  second  sentence  of  Section  5  of  Article  V  to  read 
as  follows  (new  matter  in  bold  face  type) : 
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Any  vacancy  in  the  elective  membership  occasioned  by  death,  resig- 
nation or  other  cause  shall  be  filled  by  the  proper  state,  group  or 
district  as  members  of  the  Executive  Council  are  chosen,  but  for  the 
unexpired  term  only  except  that  the  Vice-President  for  each  state 
shall  have  power  to  select  a  member  to  fill  a  vacancy  on  the 
Executive  Council  until  the  next  regular  meeting  of  the  Sute 
Association  and  no  person  who  shall  have  served  a  full  term  of  three 
years  as  a  member  of  the  Executive  Council  shall  be  eligible  to  mem- 
bership in  the  Executive  Council  for  any  term  beginning  with  the 
expiratioa  of  such  full  term. 

Eltction  of  MmfBTOB  OF  Permanent  Council  Committebs 

Arnold  Section  15  of  Article  V,  by  adding  at  the  end  thereof 
the  following: 

In  the  election  of  members  of  the  permanent  Couneil  comnuttees, 
other  than  committees  provided  in  sub-sections  (aa)  and  (bb),  the 
Executive  Couneil  shall  have  power,  in  its  discretion  and  whenever  in 
its  judgment  the  best  interests  of  the  Association  will  be  served  thereby, 
to  elect  to  membership  on  any  such  ccmunittees,  members  of  the  Executive 
Council  irrespective  of  their  terms  of  service  on  the  Executive  Council, 
provided  that  existing  members  of  any  such  committees  shall  continue 
until  the  expiration  of  their  membership  on  the  Council  and  that 
the  total  number  of  members  on  any  such  committee  shall  not  be  in- 
creased by  such  discretionary  method  of  election. 

The  Executive  Council  at  the  meeting  provided  for  in  Section  8  of 
this  article  shall  designate  one  member  of  each  of  such  committees 
to  act  as  chairman  thereof  for  the  ensuing  year. 

Amend  By-Law  Fourth,  paragraph  (e)  striking  out  the  whole 
thereof  and  substituting  the  following: 

(c)  States  not  provided  for  in  sub-division  (a)  wherein  the  total 
number  of  banks  eligible  for  membership  in  the  American  Bankers 
Association  is  less  than  one  hundred  or  does  not  exceed  one  hundred  and 
thirty-three,  shall  each  be  entitled  to  one  member  of  the  Executive 
Council  provided  the  members  of  the  American  Bankers  Association  in 
each  such  state  are  not  less  than  seventy-five  per  cent,  of  the  total 
number  of  banks  in  such  state  so  eligible  for  membership.  The  election 
of  such  members  of  the  Executive  Council  shall  be  in  the  same  manner 
and  be  governed  by  the  same  rules  of  procedure  as  provided  in  sub- 
division (b).  This  amendment  however  shall  not  auffect  the  tenure 
of  ofiice  of  present  members  of  the  Executive  Council  elected  to  repre- 
sent particular  groups  and  no  such  state  can  have  more  than  one  mem- 
ber of  the  Executive  Council. 


Digiti 


zed  by  Google 


••4  FOBTT-FIFTH  ANNUAL  CONVBNTIOW 

Ammd  Section  2,  Article  V,  of  the  Constitution  bj  striking 
ikom  the  second  line  thereof  the  words  '^Groups  of  States.'' 

BssoLunoN 

Resolved,  That  a  Special  Committee  is  hereby  created  in  puretiaiMe 
•f  Article  VI,  Section  2,  to  be  known  as  the  Public  Relations  Committee, 
which  shall  haTe  in  charge  matters  of  publicity  in  which  the  AssodatioB 
Is  interested,  including  the  relations  between  the  Association,  the  public 
and  other  organizations.  Its  functions  shall  include  the  preparation 
«f  adTertising  forms  and  literature  for  the  members  and  the  rendering 
of  such  services  for  members  in  connection  with  adTertising  and  pnb- 
ttei^  as  may  be  proper  and  practicable.  The  Committee  shall  perform 
■ueh  other  duties  as  may  be  imposed  upon  it  from  time  to  time  by 
#ie  BxecutiTe  CounciL  The  Committee  shall  be  compoeed  of  serca 
members  to  be  appointed  by  the  President,  subject  to  confirmation  bj 
Mm  Administratiye  Committee,  from  the  membership  of  the  Aasoeiatioii 
as  from  the  membership  of  the  Bzeeutire  Council,  or  from  bott  at  hit 
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This  book  should  be  returned  to 
the  Library  on  or  before  the  last  date 
stamped  below. 

A  fine  of  five  cents  a  day  is  incurred 
by  retaining  it  beyond  the  specified 
time. 

Please  return  promptly. 
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